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PART I
Cautionary Note Regarding Forward-Looking Statements

This report and other documents we file with the U.S. Securities and Exchange Commission, or SEC, contain forward-
looking statements that are based on current expectations, estimates, forecasts and projections about us, our future performance, our
business, our beliefs and our management’s assumptions. In addition, we, or others on our behalf, may make forward-looking
statements in press releases or written statements, or in our communications and discussions with investors and analysts in the normal
course of business through meetings, webcasts, phone calls and conference calls. Words such as “expect,” “anticipate,” “will,”
“could,” “would,” “project,” “intend,” “plan,” “believe,” “predict,” “estimate,” “should,” “may,” “potential,” “continue,” “ongoing” or
variations of such words and similar expressions are intended to identify such forward-looking statements. These statements are not
guarantees of future performance and involve certain risks, uncertainties and assumptions that are difficult to predict. We describe our
respective risks, uncertainties and assumptions that could affect the outcome or results of operations in “Jtem 14. Risk Factors”. We
have based our forward-looking statements on our management’s beliefs and assumptions based on information available to our
management at the time the statements are made. We caution you that actual outcomes and results may differ materially from what is
expressed, implied or forecast by our forward-looking statements. Except as required under the federal securities laws and the
rules and regulations of the SEC, we do not have any intention or obligation to update publicly any forward-looking statements after
the filing of this report, whether as a result of new information, future events, changes in assumptions or otherwise.

Item 1. Business

Overview

We are a global biopharmaceutical company currently focused on commercializing our antibiotic product DIFICID®
(fidaxomicin) tablets in the United States and Canada, and developing other fidaxomicin products in the United States and worldwide,
both by ourselves and with our partners and licensees. DIFICID, a macrolide antibacterial drug, was approved by the U.S. Food and
. Drug Administration, or FDA, on May 27, 2011, for the treatment of Clostridium difficile-associated diarrhea, or CDAD, in adults 18

years of age and older. CDAD is the most common symptom of Clostridium difficile infection, or CDI. We market DIFICID in the
United States through our own sales force and through our co-promotion agreement with Cubist Pharmaceuticals, Inc., or Cubist.

We continue to pursue regulatory approval for, and commercialization of, fidaxomicin in other geographies outside the
United States and Canada through various collaboration partners. DIFICLIR™ (fidaxomicin) is approved in Europe for the treatment
of adults suffering from CDI. In June 2012, our collaboration partner, Astellas Pharma Europe Ltd., or APEL, achieved the first sales
of DIFICLIR in certain of its European territories. In June 2012, our subsidiary, Optimer Pharmaceuticals Canada, Inc., or Optimer
Canada, began marketing DIFICID in Canada. We have entered into agreements with Astellas Pharma Inc., or Astellas Japan, and
with Specialised Therapeutics Australia Pty. Ltd, or STA, for the development and commercialization of fidaxomicin in J apan and in
Australia and New Zealand, respectively. In November 2012, we entered an exclusive agreement with AstraZeneca UK Limited, or
AstraZeneca, to commercialize fidaxomicin for the treatment of CDI in Latin America, including Brazil, Central America, Mexico and
the Caribbean. ‘

CDAD is the most common nosocomial, or hospital acquired, diarrhea and is a significant medical problem in hospitals and
long-term care facilities. In addition, CDAD is beginning to emerge in the community among people previously at low risk for the
disease. CDAD is a serious illness resulting from infection of the inner lining of the colon by C. difficile bacteria, which produce
toxins that cause inflammation of the colon, severe diarrhea and, in the most serious cases, death. Certain subpopulations, such as
older patients, transplant patients, patients taking concomitant antibiotics and cancer patients, are at a higher risk of contracting
CDAD.

DIFICID is the first drug approved by the FDA for the treatment of CDAD in more than 25 years. In two large Phase 3
clinical trials, DIFICID reached its primary endpoint, with non-inferiority in clinical response rates at the end of treatment compared
to oral vancomycin (88% vs. 86% and 88% vs. 87%, p=NS, for DIFICID and vancomycin, respectively). In addition, DIFICID was
designated by the FDA as superior to vancomycin, the only other agent with an indication for the treatment of CDAD, in sustaining
clinical response through 25 days beyond the end of treatment (70% vs. 57%, p=0.0011; 72% vs. 57%, p=0.0004, for DIFICID and
vancomycin, respectively). Sustained clinical response was defined as clinical response at the end of treatment and survival without
proven or suspected CDAD recurrence through the 25-day follow-up period. DIFICID is the only FDA-approved antibacterial drug
proven to be superior to vancomycin in sustained clinical response for CDAD.

Recurrence rates in the Phase 3 clinical trials among patients who had initial clinical response were statistically significantly
lower in those treated with DIFICID. In the modified intention-to-treat, or mITT, population, recurrence rates were 15.4% for



DIFICID versus 25.3% for vancomycin (p=0.005) in one trial and 12.7% for DIFICID versus 26.9% for vancomycin (p=0.0002) in
the other trial.

In August 2012, the Centers for Medicare & Medicaid Services, or CMS, granted a new technology add-on payment, or
NTAP, for DIFICID administered in the inpatient hospital setting to treat qualifying Medicare Part A patient cases with CDAD.
Introduced in 2001, the add-on payment is designed to support timely access to innovative therapies used to treat Medicare
beneficiaries in the inpatient setting that provide a substantial clinical improvement over existing therapies. Acute care hospitals
participating in the inpatient prospective payment system are eligible for an additional reimbursement of up to $868 per case in fiscal
year 2013 where cost of the entire case exceeds the Medicare Severity Diagnosis Related Group payment amount. The DIFICID add-
on payment granted by CMS represents a policy change, as DIFICID is the first, and only, oral medication not associated with a
procedure code ever approved for an NTAP. The add-on payment is a special additional payment for qualifying Medicare cases and is
intended to assist in addressing cost as a barrier to appropriate use. The policy is effective for hospital discharges occurring on or after
October 1, 2012 and will continue for two to three years.

Subject to FDA discussion and review, we intend to pursue new areas where we perceive opportunities exist to expand the
DIFICID label to include new indications. We believe prophylactic use of DIFICID represents a potential opportunity for significant
incremental market expansion. For example, in October 2012, we initiated a Phase 3 clinical trial for the prevention of CDAD in
patients undergoing hematopoietic stem cell transplantation, or HSCT, which is often referred to as bone marrow transplantation.
CDAD can be a serious complication of HCST, leading to longer hospital stays and increased cost of care.

We were incorporated in November 1998. In addition to Optimer Canada, we established subsidiaries in Bermuda and
Europe in 2012 to facilitate our international expansion. We sold our remaining interest in OBI Pharma, Inc., formerly known as
Optimer Biotechnology, Inc, or OB, in 2012 for $60.0 million in gross proceeds. In this report, “Optimer Pharmaceuticals,”
“Optimer,” “we,” “us” and “our” refer to Optimer Pharmaceuticals, Inc., Optimer Canada and our other international subsidiaries on a’
consolidated basis, unless the context otherwise requires. Our principal executive offices are in Jersey City, New Jersey, and we
operate a facility in San Diego, California. We maintain an internet website at www.optimerpharma.com, which includes links to
reports we have filed with the SEC. Any information that is included on, or linked to, our internet site is not a part of this report or
any registration statement that incorporates this report by reference. Our filings may be read and copied at the SEC’s Public
Reference Room at 100 F Street, NE, Washington, DC 20549. Information on the operation of the Public Reference Room may be
obtained by calling the SEC at 1-800-732-0330. The SEC maintains a website that contains reports, proxy and information
statements, and other information regarding issuers that file electronically with the SEC. The address of that website is www.sec.gov.

Our Business Strategy

Our goal is to establish ourselves as a leading hospital specialty products-based biopharmaceutical company focused on the
global commercialization of fidaxomicin. To achieve this obj ective, our strategy includes the following key elements:

e Build a branded anti-infective franchise for DIFICID in the United States and Canada. We intend to continue the
successful commercialization of DIFICID by supporting increased patient access, continuity of care, formulary access
across payors, hospitals and long-term care facilities and the adoption of first-line DIFICID use in appropriate patients.

o  Establish collaborations and distribution arrangements in international markets. We intend to continue to secure
fidaxomicin marketing authorization in markets outside the United States where C. difficile has emerged as a serious
health problem and pursue commercialization in these markets by evaluating partnering alternatives to market our
products as appropriate. To date, we have entered into collaborations with: APEL for Europe; Astellas Japan for Japan;
STA for Australia and New Zealand; and AstraZeneca for Latin America.

e  Develop DIFICID for additional indications. We believe there are opportunities to expand DIFICID’s label to address
unmet medical needs related to CDI that can provide clinical benefit to patients. We plan to pursue, subject to FDA
discussion and review, such opportunities which we believe have significant market expansion potential. We currently
are evaluating prophylactic use of DIFICID in patients undergoing bone marrow transplantation, who are at risk for
CDAD and where CDAD has a significant impact on the patient and the disease-associated burden. Other opportunities
exist in oncology patients, patients with multiple recurrences of CDAD and pediatric patients.

e  Selectively acquire or in-license additional hospital specialty products for development and/or commercialization. In
order to maximize the value of our hospital franchise and the investment in our commercial infrastructure, we intend to
opportunistically consider the expansion of our product portfolio by selectively acquiring or in-licensing additional
hospital products or product candidates. We believe the U.S. hospital market provides an opportunity for a
biopharmaceutical company with a modestly sized sales infrastructure to successfully market innovative medicines.
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Commercialization Efforts

We market DIFICID in the United States through our own sales force and through our co-promotion agreement with Cubist.
In 2011, we completed the establishment of our commercial infrastructure, including key additions to our senior management team, to
commercialize DIFICID in the United States. Our infrastructure includes a sales force of approximately 116 hospital sales specialists,
in addition to experienced commercial and marketing management. Our commercialization functions include institutional formulary
adoption, payor access/coverage, sales and promotion.

Our commercialization efforts are directed at physicians, pharmacists, administrators and others throughout the hospital and
long-term care settings. Our primary commercial efforts are focused on the hospital, where the majority of initial prescribing
decisions for DIFICID are made, as a means of driving broader use of DIFICID in other segments such as long-term care and retail.
Our sales representatives primarily target approximately 1,200 hospitals, although approximately 2,750 hospitals have ordered
DIFICID. In October 2012, we instituted a hospital contracting strategy that provides a discount to hospitals for DIFICID use in the
acute care inpatient setting.

On April 5, 2011, we entered into a co-promotion agreement with Cubist, pursuant to which we engaged Cubist as our
exclusive partner for the promotion of DIFICID in the United States. Under the terms of the agreement, Cubist and we have agreed to
co-promote DIFICID to physicians, hospitals, long-term care facilities and other healthcare institutions, as well as jointly to provide
medical affairs support for DIFICID. In addition to DIFICID, Cubist markets CUBICIN® and ENTEREG®. With the establishment
of our own field force, we estimate that the vast majority of our approximately 1,200 target hospitals are covered by both a Cubist
representative and an Optimer representative. As such, we currently do not anticipate renewing the co-promotion agreement when it
expires on July 31, 2013, and will evaluate expanding our field force to detail the hospitals currently covered only by a Cubist
representative.

We are pursuing regulatory approval and commercialization of fidaxomicin in other geographies outside the United States
and Canada through various collaboration partners. '

Distribution

We sell DIFICID through wholesalers that have agreed to be authorized distributors of record of DIFICID in the United
States. These wholesalers sell DIFICID to hospitals and long-term care facilities, in addition to retail and specialty pharmacies in the
United States. We outsource a number of our product supply chain services to third-party vendors, including services related to
warehousing and inventory management, distribution, chargeback processing and accounts receivable management.

We introduced DIFICID Rx Assist™ in the third quarter of 2012 to help facilitate the process of filling patients’ prescriptions
in the retail setting. We sell product directly to Advanced Care Scripts, or ACS, a part of Omnicare Specialty Care Group, which
manages the DIFICID Rx Assist program on our behalf. By selling product directly to ACS, we can ensure that the DIFICID Rx
Assist program has an appropriate level of inventory available to ship to patients at all times.

The following table details the percentage of our gross product sales to distribution customers who represented 10% or miore
of our gross product sales in 2012 and 2011 and the percentage of our accounts receivable related to such customers as of
December 31, 2012 and 2011:

Gross Product Sales Accounts Receivable
' 2012 2011 2012 2011
AmerisourceBergen Corporation ... 22% 23% 17% 21%
Cardinal Health, Inc. .......c............ 36% 43% 39% 30%
McKesson Corporation .................. 35% 30% 37% 46%
93% 96% 93% 97%

These three customers represented substantially all of our gross product sales in the United States. We do not believe that the
loss of any one of these customers would have a material adverse effect on product sales because we expect that product sales would
shift to other customers. However, the loss of one of these three customers could increase our dependence on the remaining two
primary customers.




Our Market Opportunity

Our primary market is the U.S. hospital market, which consists of approximately 7,000 acute care hospitals. U.S. hospitals
purchased over $10 billion of antibiotics in 2009. Many antibiotics used to treat infections have well-documented shortcomings. For
example, certain antibiotics often fail to reach sufficient concentrations at the site of infection to adequately eliminate harmful
bacteria. Certain of these antibiotics also have been associated with serious adverse side effects, including renal toxicities, heart
rhythm abnormalities, phototoxicity, rashes and central nervous effects, such as seizures. These side effects limit the use of antibiotics
for certain patients. In addition, certain antibiotics have interaction issues with prescribed drugs, such as cholesterol lowering agents.
Safety problems can arise when increased doses of these antibiotics are needed to treat resistant bacteria. If bacteria develop resistance
to currently available antibiotics, the underlying infection can become difficult or impossible to treat, and may lead to death. Patients
also often fail to comply with antibiotic treatment regimens due to many factors including the inability to tolerate an antibiotic due to
its side effects, inconvenient method of dosing and undesirable frequency and length of dosing. Because of these shortcomings
associated with marketed antibiotics, we believe an opportunity exists to improve upon existing treatments.

Our Product and Product Candidates

We believe that fidaxomicin offers, or may offer, advantages over existing antibiotics. We also believe that the markets for
fidaxomicin present us with significant commercial opportunities.

Our ability, or our licensees’ abilities, to obtain additional regulatory approvals for fidaxomicin may require us or our
licensees to successfully complete additional clinical development and demonstrate, through data submissions, the safety and efficacy
of the product candidate to the satisfaction of foreign regulatory authorities. Clinical trials involve a lengthy and expensive process
with an uncertain outcome, and efficacy and safety data of earlier studies and trials may not be predictive of future trial results.

Our current product or product candidate portfolio consists of the following:

Product or Product . Development Commercial
Candidate Geography Indication Status Rights
DIFICID (fidaxomicin) United States CDAD Commercial Optimer
tablets
DIFICID Canada CDI Commercial Optimer Canada
DIFICLIR (fidaxomicin) Austria, the Czech CD1 Commercial APEL
Republic, Denmark,
Finland, France, Germany,
Hungary, Iceland, the
Netherlands, Norway,
Portugal, Slovenia, Spain,
Sweden and the United
Kingdom
DIFICLIR Other European Markets CDI EMA Approved. Pricing APEL
(EMA Markets) and Reimbursement
Negotiations
DIFICLIR Other APEL Territories CDI Registration APEL
Fidaxomicin Australia/New Zealand CDI Registration STA
Fidaxomicin Latin America/Caribbean CDI Registration AstraZeneca
Fidaxomicin Japan CDI Phase 1 Astellas Japan



Life-cycle Management

DIFICID United States CDAD Prophylaxis Phase 3b(1) Optimer
' in HSCT Patients
DIFICID United States and Europe = CDAD in Pediatric PK Trial Initiated/Phase Optimer/APEL
Patients 3 Trial Planned(1) (2)
DIFICID United States CDAD Muitiple - Phase 3 Trial Optimer
Recurrence Planned(1) (2)

(1) We intend that data from these Phase 3 trials, if successful, will be presented to the FDA as part of an sNDA in order to expand the DIFICID label.
(2) FDA requirement or commitment.

Fidaxomicin

Overview. We developed fidaxomicin for the treatment of infection caused by C. difficile bacteria. C. difficile is the most
common cause of infectious diarrhea in healthcare settings. Fidaxomicin is a differentiated antibacterial drug for the treatment of
CDAD in adults 18 years of age or older. CDAD is the most common symptom of C. difficile infection. Fidaxomicin has potent
activity against C. difficile and moderate activity against certain other gram-positive organisms, such as Enterococcus and
Staphylococcus, but it is virtually inactive against Gram-negative organisms and yeast. Fidaxomicin is bactericidal ir vitro and has a
unique mechanism of action, exerting its activity by inhibiting RNA polymerase, a bacterial enzyme.

Clostridium difficile Infection. CDI has become a significant medical problem in hospitals, in long-term care facilities and in
the community and is estimated to afflict more than 700,000 people each year in the United States. C. difficile has surpassed
methicillin-resistant Staphylococcus aureus;, or MRSA, as the leading cause of healthcare-acquired infections in community hospitals.
CDI is a serious illness resulting from infection of the inner lining of the colon by C. difficile bacteria that produce toxins causing
inflammation of the colon, severe diarrhea and, in the most serious cases, death. Patients typically develop CDI from the use of broad-
spectrum antibiotics that disrupt normal gastrointestinal (gut) flora, thus allowing C. difficile bacteria to flourish and produce toxins.

C. difficile is a spore forming bacterium, creating spores excreted in the environment of the patients that can survive for months on dry
surfaces in hospital rooms such as beds and doors, and can contaminate other patients by fecal-oral transmission through the hands of
healthcare workers.

+ In addition to fidaxomicin, therapeutic options for CDAD include the use of metronidazole off-label and oral vancomycin,
the latter being the only other agent that is FDA-approved for the treatment for CDAD. However, approximately 20% to 30% of
CDAD patients who initially respond to these older treatment options experience a clinical recurrence following cessation of
treatment.

Primary risk factors for CDI include broad-spectrum antibiotic use (such as cephalosporins and fluoroquinolones), age (over
65), immune compromised status (such as oncology patients), presence of multiple comorbidities and prolonged stay in a healthcare
facility. Incidence and severity of CDI cases are increasing with growing rates of recurrence, septic shock, toxic megacolon and
intestinal perforation. C. difficile-associated mortality rates increased 400% between 2000 and 2007 in the United States. The elderly
are particularly vulnerable, as over two-thirds of CDI patients are 65 years and older.” Rates of morbidity and mortality increase with
patient age, with a mortality rate as high as 14% in elderly patients. The increasing incidence and mortality of CDI, along with high
rates of both treatment failures and recurrences with earlier therapies, has resulted in greater awareness and concern about CDI among
medical professionals and public health officials.

We believe that the incidence of CDI may be higher than what is reported because many hospitals are not required to and do
not report incidence of CDI. According to the Centers for Disease Control and Prevention, CDI rates increased 200% for hospitalized
patients aged over 65 years from 1996 to 2009. Data published in 2012 by the Agency for Healthcare Research and Quality
" Healthcare Cost and Utilization Project (HCUP) showed that in 2009, there were 336,600 hospitalizations that involved CDI which is
nearly 1% of all hospital stays.

Reports indicate that the incidence of community-acquired CDI cases also may be increasing and CDI has been observed in
populations previously considered to be at low risk. In one population-based U.S. study, community-acquired CDI accounted for 41%
of all definite CDI cases. The same study showed that the incidence of both community-acquired and hospital-acquired CDI increased
significantly over the study period. Compared to those with hospital-acquired CDI, patients with community-acquired infection were
younger, more likely to be female, had lower comorbidity scores and were less likely to have severe infection or to have been exposed



to antibiotics. The study demonstrated that CDI affects populations previously thought to be at low risk, including young adults and ‘
children, and those who lack the traditional risk factors of recent hospitalization or exposure to antibiotics.

Generally, CDI results in longer hospital stays and increases average patient cost which often is not fully reimbursed to the
hospital. Compared to the average inpatient, CDI patients are considerably sicker and their cases more complex. Patients with CDI
hospital stays are more severely ill than the general hospital population, with longer lengths-of-stay and higher death rates.

In more complicated cases of CDI, hospitalization may be prolonged by up to two weeks. One analysis showed that the
adjusted mean cost for CDI cases was $15,400 higher than for cases without CDI, and the adjusted mean length of hospital stay was
over eight days longer. In certain populations, such as surgical patients, the costs can be even higher and lengths of stay up to 16 days
longer. The overall costs attributable to CDI cases in the U.S. healthcare system are estimated at $8.2 billion per year.

We believe that DIFICID addresses an unmet medical need for patients with CDAD and provides economic value to the
healthcare system:

e DIFICID is the first drug approved by the FDA to treat CDAD in more than 25 years and has demonstrated comparable
initial efficacy and a superior sustained clinical response through 25 days after the end of treatment for CDAD versus
vancomycin, the only other drug FDA approved drug for the treatment of CDAD.

e DIFICID is the first, and only, oral medication to qualify for a new technology add-on payment from CMS. The NTAP
program is only available to new technologies demonstrating a substantial clinical improvement and meeting specific
cost thresholds.

We believe DIFICID’s profile provides an opportunity to develop significant market penetration for first-line use in CDAD
patients. Additionally, we believe there are opportunities to expand DIFICID’s label to address unmet medical needs related to
CDAD and provide value to patients and the healthcare system.

Alternative Treatments and Limitations. Metronidazole generally is used for patients in the United States and Europe
experiencing their first mild-to-moderate episode or first recurrent episode of CDAD. Metronidazole is a generic drug that is used off-
label to treat CDAD due to its low cost and historical efficacy. The guideline-recommended treatment regimen for metronidazole is
500 mg three times per day, for 10 to 14 days.

Vancomycin is used in the United States and also in Europe and Japan for the treatment of CDAD. As a result of its broad
antibacterial activity, intravenously administered vancomycin frequently is used for certain other life-threatening infections caused by
multi-drug resistant bacteria such as MRSA. In an effort to slow the continuing emergence of vancomycin-resistant bacteria, the
medical community discourages the use of the drug for the treatment of CDAD except for patients who are not responding to
metronidazole, for patients with severe symptoms or for patients with risk factors that are predictive of negative treatment outcomes.

Both metronidazole and vancomycin have shortcomings as treatments for CDAD including:

e Limited Efficacy. A controlled study conducted in North America and reported in 2007 showed that approximately 19%
of CDAD patients treated with oral vancomycin and 28% of CDAD patients treated with metronidazole do not respond
to therapy, and these patients are at risk of developing more severe CDAD.

e High Recurrence Rate. Approximately 25% of CDAD patients who initially respond to oral vancomycin and
approximately 27% of CDAD patients who initially respond to metronidazole experience a clinical recurrence following
the cessation of antibiotic administration.

e Bacterial Resistance. Widespread use of oral vancomycin is discouraged for the treatment of CDAD in some hospitals
due to concerns over the development of cross-resistant bacteria, including vancomycin-resistant enterococcus, or VRE,
and vancomycin-resistant Staphylococcus, which can cause other serious nosocomial infections.

e  Adverse Side Effects. Metronidazole, which is systemically absorbed, may result in adverse side effects and
complications, including seizures, toxic reactions to alcohol, leukopenia, neuropathy, unpleasant taste and dry mouth.

e Inducement of CDI. Oral vancomycin and metronidazole are both broad-spectrum antibacterials that disrupt the normal
gut flora, which help suppress the growth of C. difficile.



e Less Convenient Dosing and Compliance. The current treatment regimen for oral vancomycin and metronidazole is less
convenient, as both must be administered three or four times per day for a minimum of 10 days, which may result in
lower levels of patient compliance.

Fidaxomicin Differentiating Characteristics. Fidaxomicin is a unique antibacterial drug consisting of an 18-member
macrocyclic ester ring structure. After receiving expedited priority review, fidaxomicin was approved by the FDA in May 2011 for
the treatment of CDAD in adults 18 years of age or older. '

Fidaxomicin has significant differentiating features, including:

¢ an initial response rate comparable to vancomycin and a designation by the FDA as superior in sustained clinical
response (enduring response) through 25 days after the end of treatment;

e atargeted antimicrobial spectrum primarily limited to species of clostridia, including C. difficile;
e Dbactericidal activity against C. difficile in vitro;

e limited disruption of normal gut flora both in vitro and in fecal profiling clinical studies, which may contribute to
the lower likelihood of CDAD recurrence;

e Jlower risk of colonization by VRE with fidaxomicin (7%) than vancomycin (31%);
e minimal systemic absorption, acting locally in the gastrointestinal tract;

e post-antibiotic effect of 6 to 10 hours;

¢ twice daily dosing regimen;

® no in vitro cross-resistance with other classes of antibacterial drugs; and

¢ no significant drug interactions, no contra-indications and no dose adjustment necessary in patients over 65 years old
or in patients with renal or hepatic impairment.

Clinical Development
Phase 3 Pivotal Trials.

DIFICID is the first drug approved by the FDA for the treatment of CDAD in more than 25 years. In two large Phase 3
clinical trials, DIFICID reached its primary endpoint successfully, with non-inferiority in clinical response rates at the end of treatment
compared to oral vancomycin (88% vs. 86% and 88% vs. 87%, p=NS, for DIFICID and vancomycin respectively). In addition,
DIFICID was designated by the FDA as superior to vancomycin, the only other agent with an indication for the treatment of CDAD,
in sustaining clinical response through 25 days beyond the end of treatment (70% vs. 57%, p=0.0011; 72% vs. 57%, p=0.0004, for
DIFICID and vancomycin respectively). Sustained clinical response was defined as clinical response at the end of treatment and
survival without proven or suspected CDAD recurrence through the 25-day follow-up period. DIFICID is the only FDA-approved
antibacterial drug proven to be superior to vancomycin in sustained clinical response for CDAD.

Recurrence rates in the Phase 3 clinical trials among patients who had initial clinical response were statistically significantly
lower in those treated with DIFICID. In the modified intention-to-treat population, recurrence rates were 15% for DIFICID versus
25% for vancomycin (p=0.0005) in one trial and 13% for DIFICID versus 27% for vancomycin (p=0.0002) in the other trial.




Results from the Phase 3 trials are summarized below:

Trial 1 - Study 101.1.C.003 __Trial 2 - Study 101.1.C.004
DIFICID  Vancomycin Difference DIFICID  Vancomycin Difference
Analysis (%) (%) (95% CI) Analysis (%) (%) (95% CI)
Clinical Response mITT 88% 86% - 2.6 mITT 88% 87% 1.0
at End of (-2.9to 8.0) (-4.8 t0 6.8)
Treatment......... p=NS p=NS
Sustained mlITT 70% 57% 12.7 mITT 72% 57% 14.6
Response at (4.4 t0 20.9) (5.8t023.3)
Follow-up ........ p=0.0011 p=0.0004
Recurrence........ mITT 15% 25% -9.9 mlITT 13% 27% -14.2
(-16.6 t0 -2.9) (-21.4 t0 -6.8)
p=0.005 p=0.0002

Further analysis of the results from the Phase 3 trials and several recent publications demonstrated other potential advantages
of fidaxomicin:

e in patients with more pronounced diarrhea (diarrhea that did not resolve in the first 24 hours of therapy),
fidaxomicin was associated with a faster time to resolution than vancomycin (79 hours vs. 105 hours, p=0.056);

e in patients who did not receive either vancomycin or metronidazole in the 24-hour pre-trial enrollment period, the
difference in recurrence rate between fidaxomicin and vancomycin was more pronounced than in the overall patient
population at 10.9% vs. 24.3%, respectively;

e  CDI recurrence occurred significantly later in patients treated with fidaxomicin with only 3% and 9% recurrence
rates versus 14% and 20% recurrence rates for vancomycin, at 10 and 20 days post-treatment, respectively;

e fidaxomicin was less likely than vancomycin to promote VRE colonization in patients treated for CDI, which we
believe may be due to inhibitory activity of fidaxomicin against many VRE strains and fidaxomicin’s relative
sparing of the intestinal flora including Bacteroides bacteria. The analysis showed that only 7% of patients treated
with fidaxomicin acquired VRE versus 31% of vancomycin-treated patients (p<0.001);

e fidaxomicin was significantly more effective than vancomycin in achieving clinical cure in the presence of
concomitant antibiotics, or CA, therapy and in preventing recurrence regardless of CA use;

e  ameta-analysis of the two pivotal trials showed that in the full analysis set (ITT population), fidaxomicin reduced
persistent diarrhea, recurrence or death by 40% (95% confidence interval [CI], 26%—51%; p < .0001) compared
with vancomycin through day 40. Through day 12, fidaxomicin reduced persistent diarrhea or death by 37%; and

e fidaxomicin is able to inhibit C. difficile’s production of spores, the most readily transmissible form of C. difficile, in
vitro and that fidaxomicin inhibits toxin production by C. difficile in vitro.

We expect to continue to support peer reviewed publication of additional data and analyses related to fidaxomicin, as well as
presentation of such data and analyses at a variety of medical and scientific meetings and conferences.

Clinical Studies/Label Expansion

In 2012, we initiated two new clinical studies of DIFICID. The first is a Phase 2a open-label, uncontrolled, safety,
tolerability and pharmacokinetic study in pediatric subjects with CDI (NCT01591863). This study is intended to recruit 32 subjects
ranging in age from six months to 18 years.

We believe there are opportunities to expand DIFICID’s label to address unmet medical needs related to CDI that can provide
economic value to the healthcare system. We plan to pursue, subject to FDA discussion and review, such opportunities where we
view significant potential for market expansion.

One area that we believe presents an important label expansion opportunity is the prophylactic use of DIFICID in certain

patient populations. We believe DIFICID may be effective not only for treating CDAD, but also in preventing CDAD in patients at
high risk of developing CDAD. There currently is no therapeutic drug approved for the prevention of CDAD. We believe

10



fidaxomicin may provide safe, potent and narrow-spectrum bactericidal activity against C. difficile, thereby protecting high-risk
patients while limiting disruption to normal, beneficial gut flora.

The second study initiated in 2012 is a Phase 3b, multicenter, randomized, double-blind, controlled clinical trial comparing
fidaxomicin to placebo in the prophylaxis of CDI in subjects undergoing HSCT and receiving fluoroquinolone prophylaxis
(NCT01691248). Subjects undergoing HSCT will be treated once-daily with fidaxomicin 200 mg for up to 40 days (through seven
days post-engrafiment or past the end of fluoroquinolone prophylaxis, whichever is later). The primary endpoint is occurrence of CDI
through 30 days post-treatment. The secondary endpoint is occurrence of CDI through 60 days post-treatment. This study is expected
to enroll approximately 340 patients but may be readjusted for size in a blinded interim analysis at 50% enrollment. HSCT patients
generally are at risk for CDAD, and CDAD has a significant impact on the patient and the disease-associated cost burden. This study
was initiated in October 2012. ,

License from Par Pharmaceuticals, Inc.

In February 2007, we repurchased the rights to develop and commercialize fidaxomicin in North America and Israel from Par
under a prospective buy-back agreement. We paid Par a $5.0 million milestone payment in June 2010 for the successful completion
of our second pivotal Phase 3 trial for fidaxomicin. We are obligated to pay Par a 5% royalty on any net sales by us, our affiliates or
our licensees of fidaxomicin in North America and Israel, including Cubist, and a 1.5% royalty on any net sales by us or our affiliates
of fidaxomicin in the rest of the world. In addition, we are required to pay Par a 6.25% royalty on net revenues we receive related to
fidaxomicin in connection with the licensing of our right to market fidaxomicin in the rest of the world, such as the licenses we have
granted to our partners in territories outside the United States and Canada. We are obligated to pay each of these royalties, if any, on a
country-by-country basis for seven years commencing on the applicable commercial launch in each such country.

Other Product Candidates
We have out-licensed rights to two development programs.
Solithromycin (CEM-101): Macrolide and Ketolide Antibiotics

Macrolide antibiotics are marketed for the treatment of upper and lower respiratory tract infections, or RTIs. Macrolides,
such as erythromycin and azithromycin, and ketolides, such as telithromycin, are related classes of antibiotics which have strong
gram-positive activity and inhibit bacterial growth. However, an increasing number of pathogens is now resistant to currently
available macrolides and ketolides. The leading product candidate developed by us, solithromycin, was effective against these
resistant bacterial strains according to a preclinical study conducted by the Institute for Medical Microbiology. Cempra
Pharmaceuticals, Inc., or Cempra, has licensed from us a library of approximately 500 macrolides related to this product candidate.

CEM-101 has been shown to possess potent activity against multi-drug resistant Streptococcus pneumoniae and
Streptococcus pyogenes, common RTI pathogens. A preclinical study showed that solithromycin was orally active with potent
efficacy in animal models after once-a-day administration. Cempra recently initiated a global Phase 3 clinical trial of orally-
administered solithromycin in patients with community-acquired bacterial pneumonia. In Phase 2 trials, solithromycin showed a
favorable safety profile in over 400 patients. We may receive milestone payments as product candidates are developed and/or co-
developed by Cempra, in addition to milestone payments based on certain sublicense revenue. The aggregate potential amount of
such milestone payments is not capped and, based in part on the number of products developed under the agreement, may exceed
$24.5 million.

OPT-822/821: Cancer Immunotherapy for Breast Cancer

In 2009, under an intellectual property assignment and license agreement, we assigned to OBI certain of our patent rights and
know-how related to OPT-822/821, a novel carbohydrate-based cancer immunotherapy which we licensed from Memorial Sloan-
Kettering Cancer Center. OBI is developing OPT-822/821 for the treatment of metastatic breast cancer. In December 2010, OBI
initiated a Phase 2/3 clinical trial of OPT-822/821 with sites in Taiwan, South Korea, Hong Kong and Malaysia. The Phase 2/3 trial is
expected to enroll up to 343 patients and the primary endpoint is the progression-free survival rate from the time of randomization
until disease progression. :

Under the intellectual property assignment and license agreement with OBI, we may receive up to $10.0 million in milestone
payments for each product developed, and we also are eligible to receive royalties on net sales of any product commercialized under
the program. In January 2012, OBI and we executed a letter of agreement which provided us the right of first refusal if OBI or one of
its affiliates receives any offer to obtain an exclusive, royalty-bearing license (including the right to sublicense) under the OPT-
822/821 patents and the OPT-822/821 technology to develop, make, have made, use, sell, offer for sale, have sold and import OPT -
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822/821 products in the United States, Europe or other specified territories. In the letter of agreement, as consideration for the grant of
the right of first refusal, we waived certain of OBI’s obligations under the intellectual property assignment and license agreement.
The letter of agreement expires 10 years from the effective date of the agreement.

Collaborations, Commercial and License Agreements

AstraZeneca UK Limited. In November 2012, we entered an exclusive distribution and license agreement with AstraZeneca
to commercialize fidaxomicin for the treatment of CDI in Latin America, including Brazil, Central America, Mexico and the
Caribbean. Under the terms of the agreement, we will provide to AstraZeneca the completed preclinical and clinical data, regulatory
information and documents, testing information, protocols and any know-how relating to fidaxomicin. In addition to the transfer of
know-how, we will provide drug product for purposes of conducting validation testing in connection with seeking regulatory approval
in the covered territories for commercial use of the product. AstraZeneca is obligated to perform, at its own expense, the work
required to obtain regulatory approval and commercialization in the covered territories. Under the terms of the agreement, we
received a $1.0 million up-front payment, of which $0.7 million was recognized in the fourth quarter of 2012, and potentially can earn
up to $3.0 million in aggregate contingent payments, upon first commercial sale in certain countries, and up to $19.0 million in other
contingent payments contingent on the achievement of sales-related targets for fidaxomicin in the territory. In addition, under a
fidaxomicin supply agreement with AstraZeneca, we are entitled to receive payments from AstraZeneca that provide a return resulting
in a double-digit percent of net sales in the territory.

Specialised Therapeutics Australia Pty. Ltd. In June 2012, we entered into a distribution and license agreement with STA to
register and commercialize fidaxomicin in Australia and New Zealand for the treatment of CDI. Under the distribution and license
agreement, STA is responsible for all costs associated with the registration and commercialization of fidaxomicin in Australia and
New Zealand. In addition, we entered a supply agreement with STA to supply product for the registration and commercial activities
of STA and its sublicensees. Upon signing the distribution and license agreement, STA made a payment of $0.5 million related to
expenses incurred by us in connection with pre-approval activities in Australia. We are entitled to receive contingent payments, which
may exceed $1.5 million, upon the achievement of cumulative net sales targets and will receive payments for the supply of
fidaxomicin to STA.

Astellas Pharma Inc. In March 2012, we entered into a collaboration and license agreement with Astellas Japan pursuant to
which we granted to Astellas Japan an exclusive, royalty-bearing license under certain of our know-how and intellectual property to
develop and commercialize fidaxomicin in Japan. Under the terms of the collaboration and license agreement, and at its expense,
Astellas Japan agreed to use commercially reasonable efforts to develop and commercialize fidaxomicin in Japan and achieve certain
additional regulatory and commercial diligence milestones with respect to fidaxomicin in Japan. In addition, under the terms of the
collaboration and license agreement, Astellas Japan granted to us an exclusive, royalty-free license under know-how and intellectual
property generated by Astellas Japan and its sublicensees in the course of developing fidaxomicin and controlled by Astellas Japan or
its affiliates for use by us and any of our sublicensees in the development and commercialization of fidaxomicin outside Japan and,
following termination of the collaboration and license agreement and subject to payment by us of single-digit royalties, in Japan.
Under the terms of a supply agreement entered into by Astellas Japan and us, on the same date as the collaboration and license
agreement, we are the exclusive supplier of fidaxomicin to Astellas Japan for Astellas Japan’s development and commercialization
activities in Japan during the term of the supply agreement.

Under the terms of the collaboration and license agreement, Astellas Japan paid us an up-front fee equal to $20.0 million in
April 2012. We also are eligible to receive additional cash payments totaling up to $70.0 million upon the achievement by Astellas
Japan of specified regulatory and commercial milestones. In addition, we will be entitled to receive high-single-digit royalties on net
sales of fidaxomicin products in Japan above an agreed threshold, which royalties are subject to reduction in certain limited
circumstances. Such royalties will be payable by Astellas Japan on a product-by-product basis until a generic product accounts for a
specified market share of the applicable fidaxomicin product in Japan. Under the supply agreement, in exchange for commercial
supply of fidaxomicin, Astellas Japan is obligated to pay a price equal to net sales of fidaxomicin products in Japan minus a discount
that is based on a high-double-digit percentage of such net sales and a mark-up to cost of goods. This price will be payable by Astellas
Japan on a product-by-product basis for commercial supply until a generic product accounts for a specified market share of the
applicable fidaxomicin product in Japan.

The collaboration and license agreement will continue in effect on a product-by-product basis until expiration of Astellas
Japan’s obligation to pay royalties with respect to each fidaxomicin product in Japan, unless terminated early by either party.
Following expiration of the collaboration and license agreement, Astellas Japan’s license to develop and commercialize the applicable
fidaxomicin product will become non-exclusive. Astellas Japan and we may terminate the collaboration and license agreement prior
to expiration upon the material breach of such agreement by the other party or upon the bankruptcy or insolvency of the other party.
In addition, we may terminate the collaboration and license agreement prior to expiration in the event Astellas Japan, or any of its
affiliates or sublicensees, commences an interference or opposition proceeding with respect to, challenges the validity or
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enforceability of, or opposes any extension of or the grant of a supplementary protection certificate with respect to, any patent licensed
to it under the collaboration and license agreement. Astellas Japan may terminate the collaboration and license agreement prior to
expiration for any reason upon 180 days’ prior written notice to us. Upon any such termination, the license granted to Astellas Japan
(in total or with respect to the terminated product, as applicable) will terminate and revert to us. The supply agreement will continue in
effect until terminated by either party. Each of Optimer Europe and Astellas Japan may terminate the supply agreement (i) upon the
material breach of such agreement by the other party, (ii) upon the bankruptcy or insolvency of the other party or (iii) on a product-by-
product basis following expiration of Astellas Japan’s obligation to pay the price described above with respect to the applicable
fidaxomicin product, or in its entirety following expiration of Astellas Japan’s obligation to pay the price described above with respect
to all fidaxomicin products.

Cubist Pharmaceuticals, Inc. On April 5, 2011, we entered into a co-promotion agreement with Cubist, pursuant to which
we engaged Cubist as our exclusive partner for the promotion of DIFICID in the United States. Under the terms of the agreement,
Cubist and we have agreed to co-promote DIFICID to physicians, hospitals, long-term care facilities and other healthcare institutions
as well as jointly to provide medical affairs support for DIFICID. In conducting their respective co-promotion activities, each party is
obligated under the agreement to commit minimum levels of personnel, and Cubist is obligated to tie a portion of the incentive
compensation paid to its sales representatives to the promotion of DIFICID in the United States. Under the terms of the agreement,
we are responsible for the distribution of DIFICID in the United States and for recording revenue from sales of DIFICID, in addition
to using commercially reasonable efforts to maintain adequate inventory and third-party logistics support for the supply of DIFICID in
the United States. Cubist agreed to not promote competing products in the United States during the term of the agreement and, subject
to certain exceptions, for a specified period of time thereafter. The initial term of the agreement will end in July 2013, subject to
renewal or early termination as described below. We currently do not anticipate renéwing the co-promotion agreement when it expires
on July 31, 2013, and will evaluate expanding our field force to detail the hospitals currently covered only by a Cubist representative.

In exchange for Cubist’s co-promotion activities and personnel commitments, we are obligated to pay a quarterly fee of
approximately $3.8 million to Cubist ($15.0 million per year). Cubist also is eligible to receive an additional $5.0 million in the first
year after first commercial sale and $12.5 million in the second year after first commercial sale if mutually agreed upon annual sales
targets are achieved, as well as a portion of our gross profits derived from net sales above the specified annual targets, if any. During
2012, we achieved the first year sales target and expensed $23.2 million, which consisted of $14.7 million in quarterly co-promotion
fees, $5.0 million for the year-one sales target bonus and $3.5 million for Cubist’s portion of the gross profit on net sales above the
year-one target.

The agreement may be renewed by mutual agreement of the parties for additional, consecutive one-year terms. Cubist and
we may terminate the agreement prior to expiration upon the uncured material breach of the agreement by the other party or upon the
bankruptcy or insolvency of the other party, subject to certain limitations. In addition, we may terminate the agreement, subject to
certain limitations, if (i) we withdraw DIFICID from the market in the United States, (ii) Cubist fails to comply with applicable laws
in performing its obligations, (iii) Cubist undergoes a change of control, (iv) certain market events occur related to Cubist’s product
CUBICIN® (daptomycin for injection) in the United States or (v) Cubist undertakes certain restructuring activities with respect to its
sales force. Cubist may terminate the agreement, subject to certain limitations, if (i) we experience certain supply failures in relation
to the demand for DIFICID in the United States, (ii) we are acquired by certain types of entities, including competitors of Cubist,

(iii) certain market events occur related to CUBICIN in the United States or (iv) we fail to comply with applicable laws in performing
our obligations.

Astellas Pharma Europe Ltd. Tn February 2011, we entered into a collaboration and license agreement with APEL pursuant
to which we granted to APEL an exclusive, royalty-bearing license under certain of our know-how and intellectual property to develop
and commercialize fidaxomicin in Europe and certain other countries in the Middle East, Africa and the Commonwealth of
Independent States, or CIS. In March 2011, APEL and we amended the collaboration and license agreement and the supply
agreement (described below) to include certain additional countries in the CIS and all additional territories in Africa (all such
countries and territories are referred to as the APEL territory). Under the terms of the collaboration and license agreement, APEL has
agreed to use commercially reasonable efforts to develop and commercialize fidaxomicin in the APEL territory at its expense and to
achieve certain additional regulatory and commercial diligence milestones with respect to fidaxomicin in the APEL territory. APEL
and we also may agree to collaborate in, and share data resulting from, global development activities with respect to fidaxomicin, in
which case we and APEL will be obligated to co-fund such activities. In addition, under the terms of the collaboration and license
agreement, APEL granted us an exclusive, royalty-free license under know-how and intellectual property generated by APEL and its
sublicensees in the course of developing fidaxomicin and controlled by APEL or its affiliates for use by us and any of our sublicensees
in the development and commercialization of fidaxomicin outside the APEL territory and, following termination of the agreement and
subject to payment by us of single-digit royalties, in the APEL territory. Under the terms of a supply agreement entered into between
APEL and us, on the same date, we will be the exclusive supplier of fidaxomicin to APEL for APEL’s development and
commercialization activities in the APEL territory during the term of the supply agreement, and APEL is obligated to pay us an
amount equal to cost plus an agreed mark-up for such supply. :
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Under the terms of the collaboration and license agreement, in March 2011, APEL paid us an up-front fee of $69.2 million.
In June 2012, APEL paid us 50.0 million Euros, which consisted of a 40.0 million Euro approval milestone payment and a 10.0
million Euro milestone payment for the first commercial launch of DIFICLIR in an APEL territory. We are eligible to receive
additional milestone payments totaling up to 65.0 million Euros upon the achievement of specified commercial milestones.

In addition, we are entitled to receive escalating double-digit royalties ranging from the high teens to low twenties on net
sales of fidaxomicin products in the APEL territory, which royalties are subject to reduction in certain, limited circumstances. These
royalties are payable by APEL on a product-by-product and country-by-country basis until a generic product accounts for a specified
market share of the applicable fidaxomicin product in the applicable country.

The agreements with APEL will continue in effect on a product-by-product and country-by-country basis until expiration of
APEL’s obligation to pay royalties with respect to each fidaxomicin product in each country in the APEL territory, unless terminated
early by either party as more fully described below. Following expiration, APEL’s license to develop and commercialize the
applicable fidaxomicin product in the applicable country will become non-exclusive. APEL and we may each terminate either of the
agreements, prior to expiration, upon the material breach of such agreement by the other party or upon the bankruptcy or insolvency of
the other party. In addition, we may terminate the agreements prior to expiration in the event APEL, or any of its affiliates or
sublicensees, commences an interference or opposition proceeding with respect to, challenges the validity or enforceability of, or
opposes any extension of or the grant of a supplementary protection certificate with respect to, any patent licensed to it. APEL may
terminate the agreements prior to expiration for any reason on a product-by-product and country-by-country basis upon 180 days’
prior written notice to us. Upon any such termination, the license granted to APEL (in total or with respect to the terminated product
or terminated country, as applicable) will terminate and revert to us.

Par Pharmaceutical, Inc. In February 2007, we repurchased the rights to develop and commercialize fidaxomicin in North
America and Israel from Par under a prospective buy-back agreement. We paid Par a $5.0 million milestone payment in June 2010 for
the successful completion of our second pivotal Phase 3 trial for fidaxomicin. We are obligated to pay Par a 5% royalty on any net
sales by us, our affiliates or our licensees of fidaxomicin in North America and Israel, including Cubist, and a 1.5% royalty on any net
-sales by us or our affiliates of fidaxomicin in the rest of the world. In addition, we are required to pay Par a 6.25% royalty on net
revenues we receive related to fidaxomicin in connection with the licensing of our right to market fidaxomicin in the rest of the world, .
such as the licenses we have granted to our partners in territories outside the United States and Canada. We are obligated to pay each
of these royalties, if any, on a country-by-country basis for seven years commencing on the applicable commercial launch in each such
country. :

Biocon Limited. In May 2010, we entered into a long-term supply agreement with Biocon for the commercial manufacture of
fidaxomicin active pharmaceutical ingredient, or API. Pursuant to the agreement, Biocon agreed to manufacture and supply, up to
certain limits, fidaxomicin API and, subject to certain conditions, we agreed to purchase from Biocon at least a portion of our
requirements for fidaxomicin API in the United States and Canada. We previously paid to Biocon $2.5 million for certain equipment
purchases and manufacturing scale-up activities, and we may be entitled to recover up to $1.5 million of this amount under the supply
agreement in the form of discounted prices for fidaxomicin API. As of December 31, 2012, we had recovered approximately $0.9
million of the $1.5 million. Unless both Biocon and we agree to extend the term of the supply agreement, it will terminate in
November 2018. The supply agreement may be earlier terminated (i) by either party by giving two and one-half years’ notice after the
fifth anniversary of the effective date or upon a material breach of the supply agreement by the other party, (ii) by us upon the
occurrence of certain events, including Biocon’s failure to supply requested amounts of fidaxomicin API or (iii) by Biocon upon the
occurrence of certain events, including our failure to purchase amounts of fidaxomicin API indicated in binding forecasts.

~ Patheon Inc. In June 2011, we entered into a commercial manufacturing services agreement with Patheon Inc., or Patheon, to
manufacture and supply fidaxomicin drug product in North America, Europe and other countries, subject to agreement by the parties
to any additional fees for such countries. We agreed to purchase a specified percentage of our fidaxomicin product requirements for
North America and Europe from Patheon or its affiliates.

The term of the agreement extends through December 31, 2016 and automatically will renew for subsequent two-year terms
unless either party provides a timely notice of its intent not to renew or unless the agreement is terminated early pursuant to its terms.
Patheon and we may terminate the agreement prior to expiration upon the uncured material breach of the agreement by the other party
or upon the bankruptcy or insolvency of the other party. In addition, the agreement will terminate with respect to any fidaxomicin
product if we provide notice to Patheon that we no longer require manufacturing services for such product because the product has
been discontinued. We may terminate the agreement, subject to certain limitations, (i) with respect to any fidaxomicin product if any
regulatory authority takes any action or raises any objection that prevents us from importing, exporting, purchasing or selling such
product, or if we determine to discontinue development or commercialization of such product for safety or efficacy reasons, (ii) if any
regulatory authority takes an enforcement action against Patheon’s manufacturing site that relates to fidaxomicin products or that
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could reasonably be expected to adversely affect Patheon’s ability to supply fidaxomicin products to us, (iii) if Patheon is unable to
deliver or supply any firm orders for any two calendar quarters during any four consecutive calendar quarters, (iv) if Patheon uses any
debarred or suspended person in the performance of its service obligations under the agreement or (v) if Patheon fails to meet certain
production yield requirements.

Cempra, Inc. In March 2006, we entered into a collaborative research and development and license agreement with Cempra.
We granted to Cempra an exclusive worldwide license, except in the Association of Southeast Asian Nations, or ASEAN, with the
right to sublicense our patents and know-how related to our macrolide and ketolide antibacterial program. As partial consideration for
granting Cempra the license, we obtained equity of Cempra representing an ownership interest of less than 20%. We may receive
milestone payments as product candidates are developed and/or co-developed by Cempra, in addition to milestone payments based on
certain sublicense revenue. The aggregate potential amount of such milestone payments is not capped and, based in part on the
number of products developed under the agreement, may exceed $24.5 million. The milestone payments will be triggered upon the
completion of certain clinical development milestones and, in certain instances, regulatory approval of products. We also may receive
royalty payments based on a percentage of net sales of licensed products.

Pursuant to the agreement, Cempra granted us an exclusive license whereby Cempra may receive milestone payments from
us in the amount of $1.0 million for each of the first two products we develop which receive regulatory approval in ASEAN countries,
as well as royalty payments on the net sales of such products. :

Subject to certain exceptions, on a country-by-country basis, the general terms of this agreement continue until the later of (i)
the expiration of the last to expire patent rights of a covered product in the applicable country or (ii) ten years from the first
commercial sale of a covered product in the applicable country. Either party may terminate the agreement in the event of a material
breach by the other party, subject to prior notice and the opportunity to cure. Either party also may terminate the agreement for any
reason upon 30 days’ prior written notice, provided that all licenses granted by the terminating party to the non-terminating party will
survive upon the express election of the non-terminating party. '

In June 2012, Cempra completed its first Phase 2 clinical trial of solithromycin (CEM101) in patients with community-
acquired bacterial pneumonia, which triggered a $1.0 million milestone payment to us. To date, we have received $1.5 million in
payments from this collaboration.

OBI. In October 2009, we entered into certain transactions involving OBI, our then wholly-owned subsidiary, to provide
funding for the development of two of our early-stage, non-core programs. The transactions with OBI included an intellectual
property assignment and license agreement, pursuant to which we assigned to OBI certain patent rights, information and know-how
related to OPT-822/821. In anticipation of these transactions, we assigned, and OBI assumed, our rights and obligations under related
license agreements with the Memorial Sloan-Kettering Cancer Center. Under the intellectual property assignment and license
agreement, we are eligible to receive up to $10.0 million in milestone payments related to the development of OPT-822-821, and we
are eligible to receive royalties on net sales of any product which is commercialized under the program. The term of the intellectual
property assignment and license agreement continues until the last to expire of the patents assigned by us to OBI and the patents
licensed to OBI. .

In January 2012, OBI and we executed a letter of agreement which provided us the right of first refusal if OBI or one of its
affiliates receives any offer to obtain an exclusive, royalty-bearing license (including the right to sublicense) under the OPT-822/821
patents and the OBI OPT-822/821 technology to develop, make, have made, use, sell, offer for sale, have sold and import OPT-
822/821 products in the United States, Europe or other specified territories. In the letter of agreement, as consideration for the grant of
the right of first refusal, we waived certain of OBI’s obligations under the intellectual property assignment and license agreement.

The letter of agreement expires 10 years from the effective date of the agreement.

In the fourth quarter of 2012, we sold our remaining ownership interest in OBI for $60.0 million in gross proceeds, but retain
our rights to receive milestone and royalty payments related to OPT-822/821 under the intellectual property assignment and license
agreement. We also retain a right of first refusal to license commercial rights to OPT-822/821 in the United States, Europe or other
specified territories.

The Scripps Research Institute. In July 1999, we acquired exclusive, worldwide rights to certain drug development
technology from The Scripps Research Institute, or TSRI. The agreement with TSRI includes the license to us of patents, patent
applications and copyrights related to the technology. We also acquired, pursuant to three separate license agreements with TSRI,
exclusive, worldwide rights to over 20 TSRI patents and patent applications related to other potential drug compounds and
technologies, including HIV/FIV protease inhibitors, aminoglycoside antibiotics, polysialytransferase, selectin inhibitors, nucleic acid
binders and carbohydrate mimetics. :
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Under the four agreements with TSRI, we paid TSRI license fees consisting of an aggregate of 239,996 shares of our
common stock with a deemed aggregate fair market value of $46,400, as determined on the dates of each such payment. In October
2009, we assigned to OBI one of the agreements with TSRI related to OPT-88 which, after further evaluation, OBI decided not to
pursue. In February 2011, the license agreement related to OPT-88 was terminated and OBI returned the patents related to OPT-88.
Under each of the three remaining agreements, we owe TSRI royalties based on net salés by us, our affiliates and sublicensees of the
covered products and royalties based on revenue we generate from sublicenses granted pursuant to the agreements. For the first
licensed product under each of the three agreements, we will owe TSRI payments upon achievement of certain milestones. In two of
the three TSRI agreements, the milestones are the successful completion of a Phase 2 trial or its foreign equivalent, the submission of
an NDA or its foreign equivalent and government marketing and distribution approval. In the remaining TSRI agreement, the
milestones are the initiation of a Phase 3 clinical trial or its foreign equivalent, the submission of an NDA or its foreign equivalent and
government marketing and distribution approval. The aggregate potential amount of milestone payments we may be required to pay
TSRI under the remaining TSRI agreements is approximately $11.1 million. We currently are not developing any products covered
by the TSRI agreements.

Manufacturing

We rely on third parties to manufacture fidaxomicin and currently have no plans to develop our own commercial .
manufacturing capability. We require in our manufacturing and processing agreements that all third-party contract manufacturers and
processors produce fidaxomicin API and finished products in accordance with current Good Manufacturing Practices, or cGMP, and
all other applicable laws and regulations. We maintain confidentiality agreements with potential and existing manufacturers in order
to protect our proprietary rights related to fidaxomicin. '

In May 2010, we entered into a long-term supply agreement with Biocon for the commercial manufacture of fidaxomicin
APIL In June 2011, we entered into a commercial manufacturing services agreement with Patheon to manufacture fidaxomicin drug
products, including DIFICID. The manufacturing facilities of Biocon and Patheon have been approved by the FDA for the
manufacture of our fidaxomicin drug supplies. We may contract with other third-party contract manufacturers for additional
commercial supply of fidaxomicin API and fidaxomicin drug product for commercial sale.

Intellectual Property

The proprietary nature of, and protection for, our products, product candidates, processes and know-how are important to our
business. We seek patent protection in the United States and internationally for our product candidates and other technology where
available and when appropriate. Our policy is to patent or in-license the technology, inventions and improvements that we consider
important to the development of our business. In addition, we use license agreements to selectively convey to others rights to our own
intellectual property. We rely on trade secrets, know-how and continuing innovation to develop and maintain our competitive
position. We cannot be sure that patents will be granted with respect to any of our pending patent applications or with respect to any
patent applications filed by us in the future, nor can we be sure that any of our existing patents or any patents that may be granted to us
in the future will be commercially useful in protecting our technology. For this and more comprehensive risks related to our
intellectual property (see “Risk Factors — Risks Related to Our Intellectual Property”).

With respect to fidaxomicin, we have five issued U.S. patents and 16 U.S. pending patent applications. We also have 25
issued foreign patents and 77 pending foreign counterparts in Australia, Canada, China, Europe, Hong Kong, Israel, Japan, South
Korea, India, New Zealand, Taiwan, South Africa, Russian Federation, Mexico, Brazil, Chile, Colombia and Peru. The issued patents
cover a specific polymorphic form, methods of treatment and specific manufacturing methods and expire in 2027, 2027 and 2025,
respectively. The pending patent applications, if issued, may cover the composition of matter, an additional polymorphic form, and
pharmaceutical formulations containing the various components and would expire between 2023 and 2029.

Government Regulation and Product Approval
FDA Approval Process

Regulation by governmental authorities in the United States and other countries is a significant factor in the development,
manufacture and marketing of pharmaceuticals. All of our product candidates will require regulatory approval by governmental
agencies prior to commercialization. In particular, pharmaceutical products are subject to rigorous preclinical testing and clinical
trials and other pre-marketing approval requirements by the FDA and regulatory authorities in other countries. In the United States,
various federal and, in some cases, state statutes and regulations also govern or impact the manufacturing, safety, labeling, storage,
record-keeping and marketing of pharmaceutical products. The lengthy process of seeking required approvals and the continuing need
for compliance with applicable statutes and regulations require the expenditure of substantial resources. Regulatory approval, if and
when obtained for any of our product candidates, may be limited in scope, which may significantly limit the indicated uses for which
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our product candidates may be marketed. Furthermore, approved drugs and manufacturers are subject to ongoing review and
discovery of previously unknown problems may result in restrictions on their manufacture, sale or use or in their withdrawal from the
market.

Before testing any compounds with potential therapeutic value in human subjects in the United States, we must satisfy
stringent government requirements for preclinical studies. Preclinical testing includes both in vitro and in vivo laboratory evaluation
and characterization of the safety and efficacy of a drug and its formulation. Preclinical testing results obtained from studies in several
animal species, as well as data from iz vitro studies, are submitted to the FDA as part of an IND and are reviewed by the FDA prior to
the commencement of human clinical trials. These preclinical data must provide an adequate basis for evaluating both the safety and
the scientific rationale for the initial trials in healthy volunteers. In order to test a new drug in humans in the United States, an IND
must be submitted to the FDA. The IND will become effective automatically 30 days after receipt by the FDA, unless the FDA raises
concern or questions significant enough to merit a clinical hold, in which case the IND sponsor and the FDA must resolve any '
outstanding concerns before a hold is lifted and clinical trials can proceed.

Clinical trials are typically conducted in three sequential phases, Phases 1, 2 and 3, with Phase 4 trials potentially conducted
after initial marketing approval. These phases may be compressed, may overlap or may be omitted in some circumstances. Certain
clinical trials are required to be publicly registered, as with www.clinicaltrials.gov, and their results made publicly available.

e Phase 1. Phase 1 human clinical trials evaluate the safety profile of a product candidate and the range of safe dosages
that can be administered to healthy volunteers and/or patients, including the maximum tolerated dose that can be given to
a trial subject with the target disease or condition. Phase 1 trials also determine how a drug is absorbed, distributed,
metabolized and excreted by the body and the duration of its action. In some cases, we may decide to run what is
referred to as a “Phase 1a” evaluation in which we administer single doses of a new drug candidate in a small group of
subjects to evaluate its pharmacokinetic properties, safety, dose range and side effects. We also may decide to run what
is referred to as a “Phase 1b” evaluation, which is a second safety-focused Phase 1 trial in which we administer a new
drug candidate at its targeted dosing regimen in a small group of people to evaluate its pharmacokinetic properties,
safety, dose range and side effects. .

e  Phase 2. Phase 2 clinical trials typically are designed to evaluate the potential effectiveness of the product candidate in
patients and to further ascertain the safety of the drug at the dosage given in a larger patient population. In some cases,
we may decide to run what is referred to as a “Phase 2a” evaluation, which is a trial to determine the ideal dosing
regimen and length of treatment and to evaluate effectiveness and safety. We also may decide to conduct what is
referred to as a “Phase 2b” evaluation, which is a second, confirmatory Phase 2 clinical trial in which we collect more
efficacy and safety data prior to initiation of a Phase 3 clinical trial. If positive and accepted by the FDA, results from
Phase 2b study can serve as a part of pivotal clinical trial in the approval of a drug candidate.

e  Phase 3. In Phase 3 clinical trials, often referred to as pivotal or registration clinical trials, the product candidate is
usually tested in one or more controlled, randomized trials comparing the investigational new drug to an approved form
of therapy or placebo in an expanded and well-defined patient population at multiple clinical sites. The goal of these '
trials is to obtain definitive statistical evidence of safety and effectiveness of the investigational new drug regimen as
compared to a placebo or an approved standard therapy in defined patient populations with a given disease and stage of
illness. Trials designed to register potential new indications for approved products are called Phase 3b.

e  Phase 4. Phase 4 clinical trials include studies required of, or agreed to by, a sponsor that are conducted after the FDA
has approved a product for marketing. These studies are used to gain additional experience from the treatment of
patients in the intended therapeutic indication. Failure to promptly conduct any mandatory Phase 4 clinical trials that are
required to as part of an NDA approval could result in withdrawal of approval or other legal sanction.

After completion of Phase 1, 2 and 3 clinical trials, if there is substantial evidence that the drug is safe and effective, an NDA
is prepared and submitted for the FDA to review. The NDA must contain all of the essential information on the drug gathered to that
date, including data from preclinical and clinical trials, and the content and format of an NDA must conform to all FDA regulations
and guidelines. Accordingly, the preparation and submission of an NDA is a significant undertaking for a company. The FDA
reviews all submitted NDAs before it accepts them for filing and may request additional information from the sponsor rather than
accepting an NDA for filing. In this case, the NDA must be re-submitted with the additional information and, again, is subject to
review before filing. Once the submission is accepted for filing, the FDA begins an in-depth review of the NDA. Most NDAs are
reviewed by the FDA within ten months of submission. The review process often is significantly extended by the FDA through
requests for additional information and clarification. The FDA may refer the application to an appropriate advisory committee,
typically a panel of clinicians, for review, evaluation and a recommendation as to whether the application should be approved. The
FDA is not bound by the recommendation but typically gives it great weight. If the FDA evaluations of both the NDA and the
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manufacturing facilities are favorable, the FDA may issue either an approval letter or a complete response, the latter of which usually
contains a number of conditions that must be satisfied in order to secure final approval.

FDA Post-appro'val Process

Even after approval of an NDA, such approval is subject to a wide-range of regulatory requirements, any or all of which may
adversely impact a sponsor’s ability to effectively market and sell the approved product. Furthermore, the FDA may require the
sponsor to conduct non-clinical and/or additional clinical trials, also known as post-marketing requirements or post-marketing
commitments, to provide additional information on the safety and efficacy of the approved product. The results of such post-market
studies may be negative and could lead to limitations on the further marketing of a product. Also, under the Pediatric Research Equity
Act, or PREA, the FDA may require pediatric assessment of certain drugs and, if the results of these studies are negative, marketing of
the product in adults could be impacted. In addition, the FDA may require a sponsor to implement a Risk Evaluation Mitigation
Strategy, or REMS, to manage a known or potential serious risk associated with the product. The FDA may, either prior to approval
or subsequent to approval if new safety data arises, require a REMS if it determines that a REMS is necessary to ensure that the
benefits of the product outweigh its risks. Failure to comply with a REMS, including submission of a required assessment, may result '
in substantial civil penalties. :

Drug manufacturers and their subcontractors are required to register with the FDA and, where appropriate, state agencies, and
are subject to periodic-unannounced inspections by the FDA and state agencies for compliance with cGMP regulations which impose-
procedural and documentation requirements upon us and any third-party manufacturers we utilize. Significant negative findings in .
such an inspection could impact our ability to supply our products. In December 2012, the FDA conducted an unannounced, routine = -
inspection of Drug Safety and Pharmacovigilance at our facility in Jersey City, New Jersey. The primary purpose of the inspection '
was to review all systems, procedures, documentation and any adverse event reports associated with fidaxomicin usage. The :
inspection lasted five days and concluded with no observations and no Forms 483,

The FDA closely regulates the marketing and promotion of drugs. A company can make only those claims relating to safety
and efficacy that are part of, or consistent with, the FDA-approved product labeling. Failure to comply with these requirements can -
result in adverse publicity, warning letters, corrective advertising and potential civil and criminal penalties. Physicians may prescribe
legally available drugs for uses that are not described in the product’s labeling and that differ from those tested and approved by the
FDA. Such off-label uses are common across medical specialties. Physicians may believe that such off-label uses are the best
treatment for many patients in varied circumstances. The FDA does not regulate the behavior of physicians in their choice of -
treatments. The FDA does, however, restrict manufacturer’s communications on the subject of off-label use and healthcare payors,
including the federal government, can use the False Claims Act and related statutes to pursue drug companies for off-label promotion
that results in the submission of claims for payment for uses that have not been approved by the FDA as safe and effective.

The FDA requires a sponsor to submit reports of certain information on side effects and adverse events associated with its
products that occur either during clinical trials or after marketing approval. These requirements include specific and timely
notification of certain serious, unexpected and/or frequent adverse events, as well as regular periodic reports summarizing adverse
drug experiences. Failure to comply with these FDA safety reporting requirements may result in FDA regulatory action that may
include civil action or criminal penalties. In addition, as a result of these reports, the FDA could create a Tracked Safety Issue fora-
product in the FDA’s Document Archiving, Reporting and Regulatory Tracking System, place additional limitations on an approved
product’s use, such as through labeling changes, or, potentially, could require withdrawal or suspension of the product from the
market.

The FDA’s policies may change and additional government regulations may be enacted that could prevent or delay regulatory
approval of our product candidates or approval of new indications after the initial approval of our existing product candidates. We
cannot predict the likelihood, nature or extent of adverse governmental regulations that might arise from future legislative or
administrative action, either in the United States or abroad.

Our marketing partners and we are subject to a wide variety of foreign regulatory requirements as we commercialize
fidaxomicin internationally. Approval of a drug by applicable regulatory agencies of foreign countries must be secured prior to the
marketing of such drug in those countries. The regulatory approval process in countries outside of the United States vary widely from
country to country and may, in some cases, be more rigorous than requirements in the United States. Certain foreign regulatory
authorities may require additional studies or studies designed with different clinical endpoints and/or comparators than those which we
are conducting or have already completed. In addition, any adverse regulatory action taken by the FDA with respect to an approved
product in the United States may affect the regulatory requirements or decisions made by certain foreign regulatory bodies with regard
to the regulatory approval of products outside of the United States.
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We are subject to a wide variety of foreign regulations governing the development, manufacture and marketing of our
products. Whether or not FDA approval has been obtained, approval of a product by the comparable regulatory authorities of foreign
countries must still be obtained prior to manufacturing or marketing the product in those countries. The approval process varies from
country to country and the time needed to secure approval may be longer or shorter than that required for FDA approval. We cannot
assure that clinical trials conducted in one country will be accepted by other countries or that approval in one country will result in
approval in any other country.

Competition

The pharmaceutical industry is highly competitive. We face significant competition from pharmaceutical companies and
biotechnology companies that are researching and selling products designed to treat infectious diseases. Many of these companies
have significantly greater financial, manufacturing, marketing and product development resources than us. Additionally, many of
these companies have substantially greater experience developing, manufacturing and commercializing drugs which may allow them
to bring their products to market quicker than we can. Several pharmaceutical and biotechnology companies already have established
themselves in the markets for the treatment of CDAD and many additional companies currently are developing products for the
treatment of CDAD, which we expect will compete with fidaxomicin if approved for marketing. Potentially significant competitors to
fidaxomicin both currently marketed and that have completed Phase 2 clinical development, include the following:

Product Stage of Development Company
Flagyl™/metronidazole...........ccocoovvurrinninnnnnieininnnnnncnnnens Marketed Pfizer, Sanofi-Aventis and generics
Vancocin/oral VanComycin ............ceeeeerevenereresiemseesssesessens Marketed Viropharma and generics
RamOpPIanin.........ccceverreeieieenerenteeniincereieireesesenesesseesnens Phase 2 completed Nanotherapeutics
MK-3415/MK-6072/MK-3415A (antibodies combination) ... Phase 3 Merck

CB315. ettt sre e sttt sab e b a st es Phase 3 Cubist

Cadazoloid ........ocveereveeriecrerereierserieeseteseeseetesesoneesesteseenresees Phase 2 completed Actelion
Research and Development

Our research and development efforts primarily are focused on further developing fidaxomicin for additional indications and
expansion of the label. Our research and development expense was approximately $45.2 million, $43.1 million and $32.8 million in
years 2012, 2011 and 2010, respectively. ’ :
Employees

As of February 15, 2013, we employed 281 persons, of which 138 are in commercial operations, including 116 in sales.
Additionally, 87 are in clinical research, regulatory affairs, health economics and medical affairs and manufacturing. Fifty-six are in
corporate administration, including finance, legal, access, information systems, facilities and human resources. None of our
employees is subject to a collective bargaining agreement. We consider our relations with our employees to be good.
Geographic Information

Revenues

Information regarding our revenues by geographic area since we began sales in 2011 is as follows:

December 31,
2012 2011
.- (in thousands)
UNIEd SEALES c.vevveveierecreeererverreesreresressessnesseseessesesssresssene $ 61,991 $ 21,511
EX - UNTEd SEALES.....neeeeeneeeeeeeeeeeetvseiessseenencsnesesnesesseanns 39,538 122,749

$ 101,529 $ 144,260

Does not include grant revenues.
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Long-lived Assets

Information regarding our long-lived assets by geographic area is as follows:

December 31,
2012 2011 2010
(in thousands)
UnIted States ...ovveriieieeiereeeeerceeeeeeceee et r s eeesreaesaeas $ 4,237 § 2,358 § 590
L7 117 T« - RO USSR 52 — —
TAIWAL ..ottt — 233 108
TOtAL.cteereecicteerecee et e $ 4289 § 2,591 $ 698
Item 1A. Risk Factors

Risks Related to Our Business

Our success largely depends on our ability to successfully commercialize our only product, DIFICID.

Our success depends on our ability to effectively commercialize our only product, DIFICID, which was approved by the

FDA in May 2011 for the treatment of CDAD in adults 18 years of age and older. We launched DIFICID in the United States in
July 2011 and launched DIFICID in Canada in June 2012 following our receipt of Canadian marketing approval. Our ability to
effectively commercialize and generate revenues from DIFICID will depend on several factors, including:

our continued ability to create market demand in the United States for DIFICID through our own commercial activities as
well as through our co-promotion agreement with Cubist;

our ability to successfully implement customer contracting and discounting programs to certain institutional customer
segments, such as hospitals and group purchasing organizations;

the effectiveness of our reimbursement support programs designed to improve patient access to DIFICID;
the ability of our collaboration partners to successfully commercialize fidaxomicin outside the United States and Canada;
our continued ability to train, deploy and support a qualified sales force;

our continued ability to preserve existing formulary acceptance and secure additional formulary approvals for DIFICID at a
substantial number of targeted hospitals and long-term care facilities;

the availability of adequate coverage or reimbursement for DIFICID by government healthcare programs and third-party
payors, including private health coverage insurers and health maintenance organizations;

our customers’ ability to realize adequate reimbursement from payors, including CMS’s recently implemented New
Technology Add-on Payment, or NTAP, program for DIFICID

the performance of our third-party manufacturers and our ability to ensure that our supply chain efficiently and consistently
delivers DIFICID to our customers and collaboration partners;

our ability to implement and maintain agreements with wholesalers and distributors on commercially reasonable terms;
our ability to expand the label of DIFICID to cover additional indications; and
our ability to maintain and defend our patent protection and regulatory exclusivity for DIFICID.

Any disruption in our ability to generate revenues from the sale of DIFICID or lack of success in its commercialization will

have a substantial adverse impact on our results of operations.
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The success of our efforts to commercialize DIFICID in the United States will be partially dependent on our co-promotion
agreement with Cubist.

Pursuant to our co-promotion agreement with Cubist, we engaged Cubist as our exclusive partner for the promotion of
DIFICID in the United States. The initial term of the agreement will end in July 2013, subject to potential renewal for additional one-
year terms. We have limited control over the amount and timing of resources that Cubist may devote to the co-promotion of DIFICID.
If Cubist fails to adequately promote DIFICID, or if Cubist’s efforts are not effective for any other reason, our business may be
negatively affected. In particular, we are relying on our co-promotion agreement with Cubist to reach a broader segment of the
CDAD market than we currently can reach on our own. If Cubist is unsuccessful or the co-promotion agreement is terminated earlier
than we expect, we may not be able to address these broader CDAD market segments, and the revenues we may generate from sales of
DIFICID in the United States will be limited.

We are subject to a number of other risks associated with our dependence on our co-promotion agreement with Cubist,
including:

e Cubist could fail to devote sufficient resources to the promotion of DIFICID, including by failing to maintain or train
sufficient sales or medical affairs personnel to promote or provide information regarding DIFICID;

e  Cubist may not provide us with timely and accurate information regarding promotion and sales activities with respect to
DIFICID, which could adversely impact our ability to manage our own inventory of DIFICID in the United States, as well as
our ability to generate accurate financial forecasts; ‘

e  Cubist and we may not be successful in coordinating our respective sales and promotion activities under the co-promotion
agreement, which could lead to inefficiencies, the failure to maximize DIFICID sales in the Unites States, and/or
disagreements between Cubist and us;

e  Cubist may not comply with applicable regulatory guidelines with respect to the promotion of DIFICID, which could
adversely impact sales of DIFICID in the United States; or

¢ business combinations or significant changes in Cubist’s business strategy, including the acquisition or development by
Cubist of other products, may adversely affect Cubist’s ability or willingness to perform its obligations under our co-
promotion agreement.

Our co-promotion agreement with Cubist is subject to early termination, including through Cubist’s right to terminate if we
experience certain supply failures in relation to the demand for DIFICID in the United States or if we are acquired by certain types of
entities, including competitors of Cubist. If the agreement is terminated early, we may not be able to find another partner to co-
promote DIFICID in the United States on acceptable terms, or at all, and we may be unable to sufficiently promote and commerc ialize
DIFICID in the United States on our own. If the agreement is not renewed beyond July 2013, we may be unable to successfully
replace the resources and efforts of Cubist in co-promoting DIFICID and our sales of DIFICID in the United States may decline as a
result. We currently do not anticipate renewing the co-promotion agreement when it expires on July 31, 2013, and will evaluate
expanding our field force to detail the hospitals currently covered only by a Cubist representative.

We are dependent on our collaboration agreements with various third parties to commercialize and further develop
fidaxomicin in territories outside the United States and Canada. The failure to maintain these agreements or the failure of our
collaboration partners to perform their obligations under their respective agreements, could negatively impact our business.

Pursuant to the terms of our collaboration agreements, we granted to third parties, including APEL, Astellas Japan, STA and
AstraZeneca, exclusive rights to develop and commercialize fidaxomicin in various territories outside the United States and Canada,
including Europe, Japan, Australia and Latin America. We also have entered into supply agreements with our collaboration partners
pursuant to which we are obligated to supply our partners all of their requirements of fidaxomicin for such development and
commercialization activities. Consequently, our ability to generate any revenues from fidaxomicin in territories outside the United
States and Canada depends on our collaboration partners’ ability to obtain regulatory approvals for and successfully commercialize
fidaxomicin in their respective territories. We have limited control over the amount and timing of resources that our collaboration
partners will dedicate to these efforts.
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We are subject to a number of other risks associated with our dependence on our collaboration agreements including:

e our collaboration partners may not comply with applicable regulatory guidelines with respect to developing or
commercializing fidaxomicin, which could adversely impact sales or future development of fidaxomicin outside the United
States and Canada;

e our collaboration partners could disagree as to future development plans and our collaboration partners may delay future
clinical trials or stop a future clinical trial;

e there may be disputes between our collaboration partners and us, including disagreements regarding the applicable
collaboration agreement, that may result in (i) the delay of or failure to achieve regulatory and commercial objectives that
would result in milestone or royalty payments, (ii) the delay or termination of any future development or commercialization
of fidaxomicin and/or (iii) costly litigation or arbitration that diverts our management’s attention and resources;

e  because the milestone and royalty payments in the collaboration agreement with APEL are stated in terms of Euros but paid
to us in U.S. Dollars, the amounts of any milestone or royalty payments that may be paid to us under the collaboration
agreement could be less than what we expect, depending on the applicable exchange rate at the time of such payments;

»  our collaboration partners may not provide us with timely and accurate information regarding sales and marketing activities
and supply forecasts, which could adversely impact our ability to comply with our supply obligations to our collaboration
partners and manage our own inventory of fidaxomicin, as well as our ability to generate accurate financial forecasts;

e business combinations or significant changes in our collaboration partners’ business strategy may adversely affect our
collaboration partners’ ability or willingness to perform their respective obligations under our collaboration and supply
agreements;

e our collaboration partners may not properly maintain or defend our intellectual property rights in the their respective
territories or may use our proprietary information in such a way as to invite litigation that could jeopardize or invalidate our
intellectual property rights or expose us to potential litigation;

o the payments we are eligible to receive from our collaboration partners may be reduced or eliminated based upon our
collaboration partners’ and our ability to maintain or defend our intellectual property rights and the presence of generic
competitors in the applicable territories;

e limitations under certain of our collaboration agreements on our, or an acquiror’s, ability to maintain or pursue development
or commercialization of products that are competitive with fidaxomicin could deter a potential acquisition of us that our
stockholders may otherwise view as beneficial; and

o if our collaboration partners are unsuccessful in obtaining regulatory approvals for or commercializing fidaxomicin in the
their respective territories, we may not receive any payments under the applicable collaboration agreement and our business
prospects and financial results may be materially harmed.

Our collaboration and supply agreements are subject to early termination, including through our collaboration partners’ right
to terminate without cause upon advance notice to us. If the agreements are terminated early, we may not be able to find another
collaborator for the commercialization and further development of fidaxomicin in the applicable territory on acceptable terms, or at
all, and we may be unable to pursue continued commercialization or development of fidaxomicin in the applicable territory on our
own.

We may enter into additional agreements for the commercialization of fidaxomicin and may 31m11ar1y be dependent on the
performance of third parties with similar risk.

Other than our existing collaboration agreements, we may not be able to enter into acceptable agreements to commercialize
fidaxomicin outside of the United States and Canada or, if needed, adequately build our own marketing and sales capabilities.

We intend to continue the development and commercialization of fidaxomicin outside of the United States and Canada
through collaboration arrangements with third parties, such as our collaborations with APEL, Astellas Japan, STA and AstraZeneca,
or independently. We may be unable to enter into additional collaboration arrangements in international markets. In addition, there
can be no guarantee that our existing collaboration partners or any other parties with which we may enter into collaboration
arrangements will be successful or will generate more revenues than we could obtain by marketing fidaxomicin on our own. If we are

22



unable to enter into additional collaboration arrangements for our products or develop an effective international sales force, our ability
to generate product revenues would be limited, which would adversely affect our business, financial condition, results of operations
and prospects. If we are unable to enter into additional collaboration arrangements for development of fidaxomicin in countries
outside of the United States and Canada, or if we otherwise decide to market fidaxomicin ourselves in these countries, we will need to
develop our own marketing and sales force to market fidaxomicin to hospital-based and long-term care physicians in these territories.
These efforts may not be successful as we have limited relationships among such hospital-based and long-term care physicians and
may not currently have sufficient funds to develop an adequate sales force in each of these regions. If we cannot commercialize
fidaxomicin, either through a collaboration or independently, in any territory that represents a significant market opportunity, our
ability to achieve and sustain profitability will be substantially limited.

We have incurred significant operating losses since inception and anticipate that we will incur continued losses for the
foreseeable future.

We have experienced significant operating losses since our inception in 1998. As of December 31, 2012, we had an
accumulated deficit of approximately $252.0 million. We have generated limited revenues from product sales and collaborations to
date, and we expect our expenses to continue to be significant in the near-term as we execute the commercialization of DIFICID due
to, among other things, our employee headcount, on-going payments to Cubist pursuant to our co-promotion agreement and our
pursuit of additional research and development activities, including potential additional indications and life-cycle management
projects for DIFICID. We have funded our operations through December 31, 2012 primarily from the sale of approximately $333.8
million of our equity securities and through payments received under collaborations with partners or government grants and product
revenues from sales of DIFICID. Because of the numerous risks and uncertainties associated with commercializing DIFICID and with
developing, obtaining regulatory approval for and commercializing any future product candidates, we are unable to predict the extent
of any future losses. Our collaborators or we may never successfully commercialize our products or product candidates, including
fidaxomicin outside of the United States, and thus we may never have any significant future revenues or achieve and sustain
profitability. '

The commercial success of DIFICID, and any other products we develop or acquire, will depend upon attaining significant
market acceptance among physicians, hospitals, patients, healthcare payors and the medical community.

Even after being approved by the appropriate regulatory authorities for marketing and sale, physicians may not prescribe any
of our products, which would prevent us from generating revenues or becoming profitable. Market acceptance of our products by
physicians, hospitals, patients and healthcare payors generally will depend on a number of factors, many of which are beyond our
control, including:

¢ timing of market introduction of our products as well as of competitive drugs;

e the cost of treatment in relation to alternative treatments, including numerous generic antibiotics;

e the clinical indicationé for which the product is approved;

e acceptance by physicians and patients of each product as a safe and effective treatment;

e perceived advantages over alternative treatments;

e the extent to which the product is approved for inclusion on formularies of hospitals and managed care organizations;
o the extent to which bacteria develop resistance to the product, thereby limiting its efficacy in treating or managing infections;
e the availability of adequate reimbursement by third parties, such as insurance companies and other healthcare payors;
e patients’ compliance in filling prescriptions;

e limitations or warnings contained in a product’s FDA-approved labeling;

e relative convenience and ease of administration;

e prevalence and severity of adverse side effects; and

o  whether the product is designated under physician treatment guidelines as a first-line therapy or as a second- or third-line
therapy for particular infections. '
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With respect to DIFICID specifically, successful commercialization will depend on whether, and to what extent, physicians,
pharmacists, long-term care facilities and hospital pharmacies, over whom we have no control, determine to utilize DIFICID. The sale
of DIFICID to each hospital is, to a large extent, dependent upon the addition of DIFICID to that hospital’s list of approved drugs, or
formulary, and we may experience substantial delays in obtaining formulary approvals and restrictions on the usage of the drug may
be implemented. We cannot guarantee that we will be successful in getting additional approvals in a timely manner or at all, and the
failure to do so will limit our ability to optimize hospital sales of DIFICID.

Even if we obtain hospital formulary approval for DIFICID, physicians must still prescribe DIFICID for its
commercialization to be successful. Because DIFICID is a new drug with a limited track record of sales in the United States, any
inability to timely supply DIFICID to our customers, or any unexpected side effects that arise from the use of the drug may lead
physicians to not accept DIFICID as a viable treatment alternative.

Even after receipt of regulatory approval from the FDA, DIFICID is, and any other products we may develop or acquire in
the future will be, subject to substantial, ongoing regulatory requirements.

DIFICID is, and any future approved products will be, subject to ongoing FDA requirements with respect to manufacturing,
labeling, packaging, storage, distribution, advertising, promotion, record-keeping and submission of safety and other post-market
information on the drug. The FDA has the authority to regulate the claims we make in marketing any products, including DIFICID, to
ensure that such claims are true, not misleading, supported by scientific evidence and consistent with the approved label for the drug.
In addition, the discovery of previously unknown problems with DIFICID or any future approved product, such as adverse events of
unanticipated severity or frequency, or problems with the facilities where active pharmaceutical ingredient, or API, or final drug
product is manufactured, may result in the imposition of additional restrictions, including requiring us to reformulate the product,
conduct additional clinical trials, make changes in the labeling of the product or withdraw the product from the market.

The FDA or foreign regulatory authorities also may impose ongoing requirements for potentially costly post-approval studies
for any approved product. For example, as a condition of the FDA’s approval of DIFICID, we are required to conduct a
microbiological surveillance program to identify the potential for decreased susceptibility of C. difficile to DIFICID, as well as two
post-marketing studies in pediatric patients and a randomized trial to evaluate the efficacy of DIFICID in the treatment of patients with
multiple CDAD recurrences. Depending on the outcome of the studies, we may be unable to expand the indications for DIFICID, or
we may be required to include specific warnings or limitations on dosing this product, which could negatively impact our sales of
DIFICID. ‘

We have implemented a comprehensive compliance program and related infrastructure, but we cannot provide absolute
assurance that we are or will be in compliance with all potentially applicable laws and regulations. If our operations, in relation to
DIFICID or any future approved product, fail to comply with applicable regulatory requirements, the FDA or other regulatory
agencies may:

e issue warning letters or untitled letters;

e impose consent decrees, which may include the imposition of various fines, reimbursement for inspection costs, due dates for
specific actions and penalties for noncompliance;

e impose fines or other éivil or criminal penalties;

e suspend regulatory approval;

e suspend any ongoing clinical trials;

e refuse to approve pending applications or supplements to approved applications filed by us;

e impose restrictions on operations, including costly new manufacturing requirements;

e exclude us from participating in U.S. federal healthcare programs, including Medicaid or Medicare; or

e seize or detain products or require a product recall.
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Any of these regulatory actions, due to our failure to comply with post-approval requirements, could damage our reputation,
limit our ability to market our products and adversely affect our operating results. In addition, the failure of our current or future
collaborators to comply with these regulations and similar regulations in foreign jurisdictions would limit our ability to fully
commercialize fidaxomicin and any other product we may develop or acquire in the future.

We must comply with federal and state “fraud and abuse” laws and, if we are unable to fully comply with such laws, we could
face substantial penalties, which may adversely affect our business, financial condition and results of operations. -

In the United States, in addition to FDA restrictions, we are subject to healthcare fraud and abuse regulation and enforcement
by both the federal government and the states in which we conduct our business. The laws that may affect our ability to operate
include: :

o the federal healthcare programs’ Anti-Kickback Law, which prohibits, among other things, persons from knowingly and
willfully soliciting, receiving, offering or paying remuneration, directly or indirectly, in exchange for or to induce either the
referral of an individual for, or the purchase, order or recommendation of, any good or service for which payment may be
made under federal healthcare programs such as the Medicare and Medicaid programs;

o federal false claims laws which prohibit, among other things, individuals or entities from knowingly presenting, or causing to
be presented, claims for payment from Medicare, Medicaid or other third-party payors that are false or fraudulent;

o the federal Health Insurance Portability and Accountability Act of 1996, or HIPAA, which created federal criminal laws that
prohibit executing a scheme to defraud any health care benefit program or making false statements relating to health care
matters; ,

o federal “sunshine” laws that require transparency regarding financial arrangements with health care providers, such as the
reporting and disclosure requirements imposed by the Patient Protection and Affordable Care Act, as amended by the Health
Care and Education Affordability Reconciliation Act, or collectively, the PPACA, on drug manufacturers regarding any
“transfer of value” made or distributed to prescribers and other health care providers; and

o state law equivalents of each of the above federal laws, such as anti-kickback and false claims laws which may apply to items
or services reimbursed by any third-party payor, including commercial insurers.

Some states, such as California, Massachusetts and Vermont, mandate implementation of comprehensive compliance
programs to ensure compliance with these laws.

The risk of our being found in violation of these laws is increased by the fact that many of them have not been fully
interpreted by applicable regulatory authorities or the courts, and their provisions are open to a variety of interpretations. Although
there are a number of statutory exemptions and regulatory safe harbors protecting certain common activities from prosecution or other
regulatory sanctions, the exemptions and safe harbors are drawn narrowly, and practices that involve remuneration intended to induce
prescribing, purchases or recommendations may be subject to scrutiny if they do not qualify for an exemption or safe harbor.

Recently, several pharmaceutical and other healthcare companies have been prosecuted under these laws for allegedly
inflating drug prices they report to pricing services, which in turn are used by the government to set Medicare and Medicaid
reimbursement rates, and for allegedly providing free product to customers with the expectation that the customers would bill federal
programs for the product. In addition, certain marketing practices, including off-label promotion, also violate false claims laws.

Recent healthcare reform legislation has strengthened these laws. For example, the recently enacted PPACA, among other
things, amended the intent requirement of the federal anti-kickback and criminal health care fraud statutes such that a person or entity
no longer needs to have actual knowledge of this statute or specific intent to violate it. In addition, PPACA provides that the
government may assert that a claim including items or services resulting from a violation of the federal anti-kickback statute
constitutes a false or fraudulent claim for purposes of the false claims statutes. We expect there will continue to be federal and state
laws and/or regulations, proposed and implemented, that could impact our operations and business. The extent to which future
legislation or regulations, if any, relating to healthcare fraud abuse laws and/or enforcement, may be enacted or what effect such
legislation or regulatlon would have on our business remains uncertain.

Violations of these laws are punishable by criminal and civil sanctions, including, in some instances, exclusion from
participation in federal and state healthcare programs, including Medicare and Medicaid, and the curtailment or restructuring of
operations. We believe that our operations are in material compliance with these laws, and we increased our compliance resources in
connection with the commercial launch of DIFICID. However, because of the far-reaching nature of these laws, there can be no
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assurance that we will not be required to alter one or more of our practices to be in compliance with these laws. In addition, there can
be no assurance that the occurrence of one or more violations of these laws or regulations would not result in a material adverse effect
on our financial condition and results of operations.

Our product sales depend on adequate coverage and reimbursement from third-party payors.

Sales of DIFICID by our collaborators and us are dependent on the availability and extent of coverage and reimbursement
from third-party payors, including government healthcare programs and private insurance plans, as well as effective use by our
customers of reimbursement programs for DIFICID. Our collaborators and we rely in large part on the reimbursement coverage by
federal and state sponsored government programs, such as Medicare and Medicaid in the United States, which are increasingly
challenging prices charged and the cost-effectiveness of medical products. These practices may be further exacerbated by future
healthcare reform measures. In addition, many healthcare providers, such as hospitals, receive a fixed reimbursement amount per
procedure or other treatment therapy based on a prospective payment system, and these amounts are not necessarily based on the
actual costs incurred. As a result, these healthcare providers may be inclined to choose the least expensive therapies. We cannot
guarantee that our potential customers will find the reimbursement amounts sufficient to cover the costs of our products, including
DIFICID.

We have licensed rights to develop and commercialize fidaxomicin in Europe, Japan, Australia, Latin America and certain
other territories to our collaboration partners. In the event our collaborators or we seek approvals to market fidaxomicin in other non-
U.S. territories, our collaborators or we will need to work with the applicable government-sponsored healthcare entities in the
applicable territories that are the primary payors of healthcare costs in such regions. Certain government payors may regulate prices,
reimbursement levels and/or access to fidaxomicin or any future products to control costs or to affect levels of use of the product.

We cannot predict the availability or level of coverage and reimbursement for DIFICID or any future approved product. If
third-party coverage and reimbursement is not available, or is available only to limited levels, we may not be able to commercialize
DIFICID or any other products successfully or at all, which would materially harm our business and prospects.

Regulatory approval for any approved product is limited by the FDA to those specific indications and conditions for which
clinical safety and efficacy have been demonstrated as listed in the approved labeling.

Any regulatory approval is limited to those specific diseases and indications for which a product is deemed to be safe and
effective by the FDA. In addition to the FDA approval required for new formulations, any new indication for an approved product also
requires FDA approval.

While physicians may choose to prescribe drugs for uses that are not described in the product’s labeling and for uses that
differ from those tested in clinical studies and approved by the regulatory authorities, our ability to promote the products is limited to
those indications that are specifically approved by the FDA. Regulatory authorities in the United States generally do not regulate the
behavior of physicians in their choice of treatments, and such off-label uses by healthcare professionals are common. Regulatory
authorities do, however, restrict communications by pharmaceutical companies on the subject of off-label use. If we are not able to
obtain FDA approval for any desired future indications for DIFICID or any future approved products, our ability to market and sell
such products will be limited and our business may be adversely affected. )

If our collaborators or we fail to gain and/or maintain marketing approvals from regulatory authorities in international
markets for fidaxomicin and any future product candidates for which we have or license rights in any significant international
markets, our market opportunities will be limited.

The ability of our collaborators and us to sell our product candidates outside of the United States is subject to foreign
regulatory requirements governing clinical trials and marketing approval. Even if the FDA grants marketing approval for a product
candidate, comparable regulatory authorities of foreign countries also must approve the marketing of the product candidate in those
countries. Regulatory requirements can vary widely from country to country and could delay the introduction of our products in those
countries. Clinical trials conducted in one country may not be accepted by regulatory authorities in other countries, and regulatory
approval in one country does not guarantee regulatory approval will be obtained in any other country. In addition, our collaborators’
or our failure to obtain regulatory approval in any country may delay or have negative effects on the process for regulatory approval in
others. We could experience significant delays and difficulties and incur significant costs in obtaining foreign regulatory approvals in
the territories for which we retain commercialization rights.

Other than DIFICLIR’s approval by the EMA in Europe and DIFICID’s approval in Canada, none of our product candidates
is approved for sale in any significant international market. If our collaborators or we fail to comply with regulatory requirements with
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respect to our product candidates in international markets or to obtain and maintain required approvals, our market opportunities and
ability to generate revenues will be diminished, which would significantly harm our business, results of operations and prospects.

If product liability lawsuits are brought against us, we may incur substantial liabilities and may be required to limit
commercialization of our products. '

We face an inherent risk of product liability lawsuits related to the testing of our product candidates, and face an even greater
risk related to the sale of commercial products, such as DIFICID. An individual may bring a liability claim against us if one of our
products or product candidates causes, or merely appears to have caused, an injury. If we cannot successfully defend ourselves
against a product liability claim, we may incur substantial liabilities. Regardless of merit or eventual outcome, product liability claims
may result in:

e significant litigation costs;

e substantial monetary aWardé to, or costly settlement with, patients;

o  product recalls and/or an inability to continue marketing our products;
e  decreased demand for our product;

e injury to our reputation;

e termination of clinical trial sites or entire clinical trial programs;

e  withdrawal of clinical trial participants;

e loss of revenues; and

s the inability to commercialize our product candidates. .

Our ability to market products is dependent upon physician and patient perceptions of us and the efficacy, safety and quality
of our products. We could be adversely affected if we or our products and product candidates are subject to negative publicity. We
also could be adversely affected if any of our products or product candidates or any similar products distributed by other companies
prove to be, or are asserted to be, harmful to patients. Also, because of our dependence upon physician and patient perceptions, any
adverse publicity associated with illness or other adverse effects resulting from patients’ use or misuse of our products or any similar
products distributed by other companies could have a material adverse impact on our results of operations.

We have product liability insurance that covers our commercial product as well as global clinical trial liability insurance.
Our current or future insurance coverage may prove insufficient to cover any liability claims brought against us. Because of the
increasing costs of insurance coverage, we may not be able to maintain insurance coverage at a reasonable cost or obtain insurance
coverage that will be adequate to satisfy any liability that may arise.

If we fail to obtain additional financing, we may be unable to commercialize DIFICID and develop and commercialize other
product candidates.

We may require additional capital to fully commercialize DIFICID and any future products for which we obtain regulatory
approval or acquire or in-license. We cannot be certain that additional funding will be available on acceptable terms, or at all. To the
extent that we raise additional funds by issuing equity securities, our stockholders may experience significant dilution. Any debt
financing, if available, may require us to pledge our assets as collateral or involve restrictive covenants, such as limitations on our
ability to incur additional indebtedness, limitations on our ability to acquire or license intellectual property rights and other operating
restrictions that could negatively impact our ability to conduct our business. If we are unable to raise additional capital when required
or on acceptable terms, we may have to significantly scale back our commercialization activities for DIFICID in the United States and
Canada or significantly delay, scale back or discontinue the development of one or more of our product candidates or research and
development initiatives.

To the extent we require additional resources to successfully commercialize DIFICID, and we are unable to raise additional

capital or are unable to effectively collaborate with additional partners for the commercialization of DIFICID, we will not generate
significant revenues from sales of this product, and our business will be harmed materially.
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If we fail to attract and retain senior management and key personnel, we may be unable to successfully develop or
commercialize our product candidates.

Our success depends in part on our continued ability to attract, retain and motivate highly qualified management, sales and
marketing, clinical and scientific personnel and on our ability to develop and maintain important relationships with leading academic
institutions, clinicians and scientists. Since the beginning of 2012, there have been several changes to our senior management team
including the appointment of a new chief executive officer, chief financial officer, and general counsel and chief compliance officer,
among others. The unexpected loss of the service of any of these new appointees or their failure to perform as expected may
significantly delay or prevent the achievement of research, development, commercialization and other business objectives. Replacing
key employees may be difficult and costly and may take an extended period of time because of the limited number of individuals in
our industry with the breadth of skills and experience required to develop and commercialize pharmaceutical products successfully.
We do not maintain “key person” insurance policies on the lives of these individuals or the lives of any of our other employees. We
employ these individuals on an at-will basis and their employment can be terminated by us or them at any time, for any reason and
with or without notice.

We may not be able to attract or retain qualified management, sales and marketing and scientific personnel on acceptable
terms in the future due to the intense competition for qualified personnel among biotechnology, pharmaceutical and other businesses,
particularly in the San Diego, California and New Jersey areas. If we are not able to attract and retain the necessary personnel to
accomplish our business objectives, we may experience constraints that will impede significantly the achievement of our
commercialization and research and development objectives, our ability to raise additional capital and our ability to implement our
business strategy. In particular, if we lose any members of our senior management team, we may not be able to find suitable
replacements, and our business and prospects may be harmed as a result.

As a result of ongoing investigations by U.S. authorities, it is possible that we and certain of our current and former employees
and directors may be named as defendants in future civil or criminal enforcement proceedings that could result in substantial
penalties and costs, and divert management’s attention.

In March 2012, we became aware of an attempted grant in September 2011 to Dr. Michael Chang of 1.5 million technical
shares of OBI. We engaged external counsel to assist us in an internal review and determined that the attempted grant may have
violated certain applicable laws, including the Foreign Corrupt Practices Act, or the FCPA.

In April 2012, we self-reported the results of our preliminary findings to the SEC and the U.S. Department of Justice, or the
DOJ, which included information about the attempted grant and certain related matters, including a potentially improper $300,000
payment in July 2011 to a research laboratory involving an individual associated with the OBI share grant. At that time, we
terminated the employment of our then-Chief Financial Officer and our then-Vice President, Clinical Development. We also removed
Dr. Michael Chang as the Chairman of our Board of Directors and requested that Dr. Michael Chang resign from the Board of
Directors, which he has not. We continued our investigation and our cooperation with the SEC and the DOJ.

As a result of our continuing internal investigation, in February 2013, the independent members of our Board of Directors
determined that additional remedial action should be taken in light of prior compliance, record keeping and conflict-of-interest issues
surrounding the potentially improper payment to the research lab and certain related matters. On February 26, 2013, our then-
President and Chief Executive Officer and our then-General Counsel and Chief Compliance Officer resigned at the request of the
independent members of our Board of Directors.

While we are continuing to cooperate with the investigations by the relevant U.S. authorities in their review of these matters
and have already taken aggressive remedial steps in response to our ongoing internal investigation, these events could potentially
result in lawsuits being filed against us and certain of our current or former employees and directors or we and our current or former
employees and directors could be the subject of criminal or civil enforcement proceedings. In the event any such lawsuit is filed or
enforcement proceeding is instigated there is no guarantee that we will be successful in defending it. Also, our insurance coverage
may be insufficient and our assets may be insufficient to cover any amounts that exceed our insurance coverage, and we may have to
pay penalties or damage awards or otherwise may enter into settlement arrangements in connection with such claims. A settlement of
any such claims could involve the issuance of common stock or other equity, which may result in dilution to existing stockholders.
Any payments or settlement arrangements could have material adverse effects on our business, operating results and financial
condition. Even if any claims against us are not successful, any related litigation or enforcement proceeding, as well as the costs of
investigation, could result in substantial costs and significantly and adversely impact our reputation and divert management’s attention
and resources, which could have a material adverse effect on our business, operating results and financial condition. In addition, any
such lawsuit, investigation or proceeding could result in collateral consequences for our business including, among other things,
making it more difficult to finance our operations, obtain certain types of insurance (including directors’ and officers’ liability
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insurance), enter into collaboration agreements and attract and retain qualified executive officers, other employees and directors. If we
are unable to effectively manage these risks, our business, operating results or financial condition may be adversely affected.

We have limited experience as a company in marketing drug products and managing a sales and marketing organization.

Our strategy is to build a fully-integrated biopharmaceutical company to successfully execute the commercialization of
DIFICID in the United States and Canada. Although we have engaged Cubist as our exclusive partner to co-promote DIFICID in the
United States, we have limited experience commercializing pharmaceutical products on our own. In order to commercialize products,
in addition to our engagement of Cubist, we have established our own marketing, sales, distribution, pharmacovigilance, managerial
and othér non-technical capabilities. The establishment and development of our own sales force to market DIFICID has been, and will
continue to be, expensive and time consuming, and we cannot be certain that we will be able to successfully maintain this capability or
successfully adapt it to commercialize any future products we may develop or acquire. Our agreement with Cubist could terminate
early, and our commercial presence may not be sufficient to adequately market DIFICID in the United States on our own. In addition,
if our agreement with Cubist is not renewed beyond July 2013, we may be unable to successfully replace the resources and efforts of
Cubist in co-promoting DIFICID in the United States. We compete with other pharmaceutical and biotechnology companies to recruit,
hire, train and retain marketing and sales personnel. To the extent we rely on third parties to commercialize our products, if any, we
may receive less revenues than if we commercialized these products ourselves. In addition, we may have little or no control over the
sales efforts of any third parties involved in commercializing our products, including those of APEL in Europe and Cubist in the
United States. In the event we are unable to further develop and maintain our own marketing and sales capabilities or collaborate with
a third-party marketing and sales organization, we would not be able to fully commercialize any product, including DIFICID, which
would negatively impact our ability to generate product revenues.

We currently depend, and will in the future continue to depend, on third parties to manufacture our products and product
candidates, including DIFICID. If these manufacturers fail to provide our collaborators and us with adequate supplies of
commercial product and clinical trial materials or fail to comply with the requirements of regulatory authorities, we may be
unable to develop or commercialize our products.

We have outsourced all manufacturing of supplies of our products and product candidates to third parties. We seek to
establish long-term supply arrangements with third-party contract manufacturers. For example, in May 2010, we entered into a long-
term supply agreement with Biocon for the commercial manufacturing of the API for fidaxomicin, and in June 2011, we entered into a
manufacturing services agreement with Patheon to manufacture and supply certain fidaxomicin products, including DIFICID. Biocon
currently is our sole source of supply for fidaxomicin API and Patheon currently is our sole source of supply for finished fidaxomicin
drug product. We intend to continue outsourcing the manufacture of our products and product candidates to third parties for any future
clinical trials and large-scale commercialization of any product candidates that receive regulatory approval and become commercial
drugs, such as DIFICID. :

Our ability and that of our collaborators to develop and commercialize fidaxomicin and any other product candidates will
depend, in part, on our ability and that of our collaborators to arrange for third parties to manufacture our products at a competitive
cost, in accordance with strictly enforced regulatory requirements and in sufficient quantities for regulatory approval,
commercialization and any future clinical trials. Third-party manufacturers that we select to manufacture our product candidates for
clinical testing or on a commercial scale may encounter difficulties with the small- and large-scale formulation and manufacturing
processes required for such manufacture. Further, development of large-scale manufacturing processes will require additional
validation studies, which the FDA must review and approve. Difficulties in establishing these required manufacturing processes could
result in delays in clinical trials, regulatory submissions and approvals, or commercialization of our product candidates.

While we work closely with Biocon and Patheon to try to ensure continuity of supply while maintaining high quality and
reliability, we cannot guarantee that these efforts will be successful, and we do not have secondary sources of supply to replace these
third parties. Even if we are able to establish additional or replacement manufacturers, identifying these sources and entering into
definitive supply agreements and obtaining regulatory approvals may involve a substantial amount of time and cost and such supply
arrangements may not be available on acceptable economic terms. A reduction or interruption in our supply of fidaxomicin API or
drug product from our current suppliers, and an inability to develop alternative sources for such supply, could adversely affect our
ability to obtain fidaxomicin in a timely or cost effective manner to maximize product sales, and could result in a breach of our supply
agreements with APEL, Astellas Japan, other collaboration partners or our co-promotion agreement with Cubist, which could result in
any of those parties terminating their respective agreements with us.

In addition, our collaborators, we and other third-party manufacturers of our products must comply with strictly enforced
current good manufacturing practices, or cGMP, requirements enforced by the FDA through its facilities inspection program. These
requirements include quality control, quality assurance and the maintenance of records and documentation. We currently rely on
Biocon to manufacture fidaxomicin API and rely on Patheon to manufacture the finished drug product. As such, Biocon and Patheon
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will be subject to ongoing periodic unannounced inspections by the FDA and other agencies for compliance with current cGMP, and
similar foreign standards. The manufacturing facilities of Biocon and Patheon have been inspected and approved by the FDA for other
companies’ drug products; however, none of Biocon’s or Patheon’s facilities has been inspected by the FDA for the manufacture of
our drug supplies. Third-party manufacturers of our products and we may be unable to comply with cGMP requirements and with
other FDA, state, local and foreign regulatory requirements. Our collaborators and we have little control over third-party
manufacturers’ compliance with these regulations and standards. A failure to comply with these requirements by our third-party
manufacturers, including Biocon and Patheon, could result in the issuance of untitled letters and/or warning letters from authorities, as
well as sanctions being imposed on us, including fines and civil penalties, suspension of production, suspension or delay in product
approval, product seizure or recall or withdrawal of product approval. In addition, we have no control over these manufacturers’
ability to maintain adequate quality control, quality assurance and qualified personnel. If the safety of any quantities supplied by third
parties is compromised due to their failure to adhere to applicable laws or for other reasons, our collaborators and we may not be able
to obtain or maintain regulatory approval for or successfully commercialize one or more of our products, which would significantly
harm our business and prospects.

If our product candidates are unable to compete effectively with branded and generic antibiotics, our commercial opportunity
would be reduced or eliminated.

Our products and product candidates compete or will compete against both branded and generic antibiotic therapies. With
respect to DIFICID, we face competition from branded Vancocin Pulvules, generic vancomycin capsules, reconstituted intravenious
vancomycin “slurry” for oral administration and metronidazole. In addition, we anticipate that DIFICID will compete with other
antibiotic and anti-infective product candidates currently in development for the treatment of CDAD. For example, Cubist has initiated
a Phase 3 clinical trial for its compound, CB-183,315, as a potential treatment for CDAD. Many of these products have been or will be
developed and marketed by major pharmaceutical companies, who have significantly greater financial resources and expertise than we
do in research and development, preclinical testing, conducting clinical trials, obtaining regulatory approvals, manufacturing and
marketing approved products. As a result, these companies may obtain regulatory approval more rapidly than we are able to and may
be more effective in selling and marketing their products as well. Smaller or early-stage companies also may prove to be significant
competitors, particularly through collaborative arrangements with large, established pharmaceutical or other companies.

DIFICID currently faces, and we anticipate it will continue to face, increasing competition in the form of generic versions of
branded products. For example, DIFICID currently faces direct competition from an inexpensive generic form of metronidazole and
vancomycin capsules in the United States. In Europe, DIFICLIR faces generic oral vancomycin competition. In addition, our internal
market research suggests that there is continued significant use of oral reconstituted intravenous vancomycin “slurry” in the hospital
setting. Generic antibiotic therapies typically are sold at lower prices than branded antibiotics and generally are preferred by managed
care providers of health services. For example, because metronidazole and generic vancomycin “slurry” are available at such a low
price and because generic vancomycin capsules are available at a low price, we believe it may be difficult to sell DIFICID as a first-
line therapy for the treatment of CDAD. Even if physicians prescribe DIFICID to their patients, the relatively high cost of DIFICID
compared to generic alternatives may cause patients not to fill their retail prescriptions or cause pharmacists to try to convert DIFICID
prescriptions to generic alternatives. If our collaborators or we are unable to demonstrate to physicians and patients that, based on
experience, clinical data, side-effect profiles and other factors, our products are preferable to these generic antibiotic therapies, we
may never generate meaningful product revenues. In addition, many antibiotics experience bacterial resistance over time because of
their continued use. There can be no guarantee that bacteria would not develop resistance to DIFICID or any of our other product
candidates. Our commercial opportunity would also be reduced or eliminated if our competitors develop and commercialize generic
or branded antibiotics that are safer, more effective, have lower recurrence rates, have fewer side effects or are less expensive than our
product candidates. '

Our future growth depends on our ability to identify and acquire or in-license products. If we do not successfully identify and
acquire or in-license related product candidates or integrate them into our operations, we may have limited growth
opportunities. 1

An important part of our business strategy is to continue to devélop a pipeline of product candidates by developing new
indications for fidaxomicin or by acquiring or in-licensing products, businesses or technologies that we believe are a strategic fit for
our business. Future in-licenses or acquisitions, however, may entail numerous operational and financial risks, including:

. exposure to unknown liabilities;
. disruption of our business and diversion of our management’s time and attention to develop acquired products or
technologies; '

. incurrence of substantial debt or dilutive issuances of securities to pay for acquisitions or licenses;
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. higher than expected acquisition and integration costs;

. difficulty and cost in combining the operations and personnel of any acquired businesses with our operations and
personnel;
. impairment of relationships with key suppliers, customers or partners of any acquired businesses due to changes in

management and ownership; and
. inability to retain key employees of any acquired businesses.

We have limited resources to identify and execute the acquisition or in-licensing of third-party products, businesses and
technologies and integrate them into our current infrastructure. In particular, we may compete with larger pharmaceutical companies
and other competitors in our efforts to establish new collaborations and in-licensing opportunities. These competitors likely will have
access to greater financial resources than us and may have greater expertise in identifying and evaluating new opportunities.
Moreover, we may devote resources to potential acquisitions or in-licensing opportunities that are never completed, or we may fail to
realize the anticipated benefits of such efforts.

Clinical trials involve a lengthy and expensive process with an uncertain outcome, and results of earlier studies and trials may
not be predictive of future trial results.

Clinical testing is expensive and can take many years to complete, and its outcome is inherently uncertain. Failure can occur
at any time during the clinical trial process. The results of preclinical studies and early clinical trials may not be predictive of the
results of later-stage clinical trials. Product candidates in later stages of clinical trials may fail to show the desired safety and efficacy
traits despite having progressed through preclinical studies and initial clinical testing. In addition, sub-analysis of clinical trial data
may reveal limitations even though top-line results are positive. The type and amount of clinical data necessary to gain regulatory
approval also may change during or after completion of clinical trials or we may inaccurately characterize such requirements.
Moreover, we cannot guarantee that the FDA or comparable foreign regulatory authorities will agree with our interpretation of clinical
trial data, or find such data sufficient to grant product approval. There are also risks that post-approval clinical trials we are
conducting, agreed to conduct or otherwise plan to conduct with respect to DIFICID will not yield positive results, which would
impair our ability to continue marketing DIFICID in the United States.

Delays in clinical trials are common and have many causes, and any such delays could result in increased costs to us and
jeopardize or delay our ability to achieve regulatory approval and commence product sales as currently contemplated.

We have, in the past, experienced delays in clinical trials of our product candidates, and we may experience delays in on-
going or future clinical trials. We do not know whether our clinical trials will begin on time, will need to be redesigned or will be
completed on schedule, if at all. Clinical trials can be delayed for a variety of reasons, including delays in obtaining regulatory
approval to'commence a trial, in reaching agreement on acceptable terms with prospective clinical research organizations, or CROs,
and clinical trial sites, in obtaining institutional review board approval at each site, in recruiting suitable patients to participate in a
trial, in having patients complete a trial or return for post-treatment follow-up, in adding new sites or in obtaining sufficient supplies
of clinical trial materials. Many factors affect patient enrollment, including the size and nature of the patient population, the proximity
of patients to clinical sites, the eligibility criteria for the trial, the design of the clinical trial, competing clinical trials, clinicians’ and
patients’ perceptions as to the potential advantages of the drug being studied in relation to other available therapies, including any new
drugs that may be approved for the indications we are investigating, and whether the clinical trial design involves comparison to
placebo. '

We could encounter delays if prescribing physicians encounter unresolved ethical issues associated with enrolling patients in
clinical trials of our product candidates in lieu of prescribing existing antibiotics that have established safety and efficacy profiles or
with administering placebo to patients in our placebo-controlled trials. Further, a clinical trial may be suspended or terminated by us,
our collaborators, the FDA or other regulatory authorities due to a number of factors, including failure to conduct the clinical trial in
accordance with regulatory requirements or our clinical protocols, inspection of the clinical trial operations or trial site by the FDA or
other regulatory authorities resulting in the imposition of a clinical hold, unforeseen safety issues or adverse side effects, failure to
demonstrate a benefit from using a drug, changes in governmental regulations or administrative actions or lack of adequate funding to
continue the clinical trial. If we experience delays in the completion of, or termination of, any clinical trial, the commercial prospects
of our product candidates may be harmed, and our ability to generate product revenues from any of these product candidates will be
delayed. In addition, any delays in completing our clinical trials will increase our costs, stow down our product development and
approval process and jeopardize our ability to commence product sales and generate revenues. Any of these occurrences may
significantly harm our business, financial condition and prospects.
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We may be required to suspend or discontinue clinical trials due to adverse events, adverse side effects or other safety risks
that could preclude approval of our product candidates or negatively affect sales of any marketed product.

Our clinical trials may be suspended at any time for a number of reasons. We may voluntarily suspend or terminate our
clinical trials if at any time we believe that they present an unacceptable risk to participants. In addition, regulatory agencies may
order the temporary or permanent discontinuation of our clinical trials at any time if they believe that the clinical trials are not being
conducted in accordance with applicable regulatory requirements or that they present an unacceptable safety risk to participants. In
our Phase 3 clinical trials of DIFICID, the most common drug-related side effects reported were nausea, vomiting, constipation,
anorexia, headache and dizziness. If adverse, drug-related events are encountered or suspected, our trials would be interrupted,
delayed or halted and the FDA or comparable foreign regulatory authorities could order us to cease further development of or deny
approval of our product candidates for any or all targeted indications. Adverse events encountered in any post-approval studies also
may harm our efforts and those of our collaborators to market our product candidates or could result in withdrawal of regulatory
approvals. Even if we believe our product candidates are safe, our data is subject to review by the FDA, which may disagree with our
conclusions and delay or deny approval of our product candidates which would significantly harm the commercial prospects of such
product candidates. Moreover, we could be subject to significant liability if any volunteer or patient suffers, or appears to suffer,
adverse side effects as a result of participating in our clinical trials. Any of these occurrences may significantly harm our business and
prospects.

We have relied on, and currently rely on, third parties to conduct our clinical trials. If these third parties do not successfully
carry out their contractual duties or meet expected deadlines, our collaborators and we may not be able to obtain or maintain
regulatory approval for or commercialize our product candidates.

We have entered into agreements with third-party CROs to provide monitors for and to manage data for our clinical
programs, including our Phase 3b clinical trial of DIFICID for the prevention of CDAD in patients undergoing HSCT.

We, and any CROs conducting clinical trials for us, are required to comply with current good clinical practices, or GCPs,
regulations and guidelines enforced by the FDA for all of our products in clinical development. The FDA enforces GCPs through
periodic inspections of trial sponsors, principal investigators and trial sites. If we or the CROs that conduct clinical trials of our
product candidates fail to comply with applicable GCPs, the clinical data generated in the clinical trials may be deemed unreliable and
the FDA may require additional clinical trials before approving any marketing applications. We cannot assure you that, upon
inspection, the FDA will determine that any clinical trials of our product candidates comply with GCPs. In addition, our clinical trials
must be conducted with product produced under cGMP regulations, and require a large number of test subjects. Our failure to comply
with these regulations may require us to repeat clinical trials, which would be costly and delay the regulatory approval process and
commercialization of our product candidates or could prevent us from complying with post-approval study requirements.

In addition, these third-party CROs are not our employees, and we cannot control whether or not they devote sufficient time
and resources to our clinical programs. These CROs may have relationships with other commercial entities, including our
competitors, for whom they may be conducting clinical studies or other drug development activities, which could harm our
competitive position. If CROs do not successfully carry out their contractual duties or obligations or meet expected deadlines, if they
need to be replaced or if the quality or accuracy of the clinical data they obtain are compromised due to the failure to adhere to our
clinical protocols, regulatory requirements or for other reasons, our clinical trials may be extended, delayed or terminated or may have
to be repeated, and we may not be able to obtain regulatory approval for or successfully commercialize our product candidates or our
ability to comply with post-approval study requirements could be jeopardized. As a result, our financial results and the commercial
prospects for our product candidates would be harmed, our costs could increase and our ability to generate revenues could be delayed.

Current healthcare laws and regulations and future legislative or regulatory reforms to the healthcare system may affect our
ability to sell DIFICID and any future approved product profitably. '

The United States and some foreign jurisdictions are considering or have enacted a number off legislative and regulatory
proposals to change the healthcare system in ways that could affect our ability to sell our products profitably. Among policy makers
and payors in the United States and elsewhere, there is significant interest in promoting changes in hea]thcare systems with the stated
goals of containing healthcare costs, improving quality and/or expanding access. In the United States, the pharmaceutical industry has
been a particular focus of these efforts and has been significantly affected by major legislative initiatives.

In March 2010, PPACA became law in the United States PPACA substantially changes the way healthcare is financed by

both governmental and private insurers and significantly affects the pharmaceutical industry. Among the provisions of PPACA of
greatest importance to the pharmaceutical industry are the following:

32



. an annual, non-deductible fee on any entity that manufactures or imports certain branded prescription drugs and
biologic agents, apportioned among these entities according to their market share in certain government healthcare
programs;

) an increase in the rebates a manufacturer must pay under the Medicaid Drug Rebate Program to 23.1% and 13% of
the average manufacturer price for branded and generic drugs, respectively;

. a new Medicare Part D coverage gap discount program, in which manufacturers must agree to offer 50% point-of-
sale discounts off negotiated prices of applicable brand drugs to eligible beneficiaries during their overage gap
period, as a condition for the manufacturer’s outpatient drugs to be covered under Medicare Part D;

. extension of manufacturers’ Medicaid rebate liability to covered drugs dispensed to individuals who are enrolled in
Medicaid managed care organizations;

. expansion of eligibility criteria for Medicaid programs by, among other things, allowing states to offer Medicaid
coverage to additional individuals which began in April 2010 and by adding new mandatory eligibility categories for
certain individuals with income at or below 133% of the Federal Poverty Level beginning in 2014, thereby potentially
increasing manufacturers” Medicaid rebate liability;

. expansion of the entities eligible for discounts under the Public Health Service pharmaceutical pricing program;
. new requirements to report certain financial arrangements with physicians, including reporting any “transfer of value”

made or distributed to prescribers and other healthcare providers, effective March 30, 2013, and reporting any
investment interests held by physicians and their immediate family members during the preceding calendar year;

. a new requirement to report annually drug samples that manufacturers and distributors provide to physicians;
) a licensure framework for follow-on biologic products; and
L a new Patient-Centered Outcomes Research Institute to oversee, identify priorities in and conduct comparative

clinical effectiveness research, along with funding for such research.

We anticipate that the PPACA, as well as other healthcare reform measures that may be adopted in the future, may result in
more rigorous coverage criteria and an additional downward pressure on the price that we receive for any approved product, and could
seriously harm our business. Any reduction in reimbursement from Medicare or other government programs may result in a similar
reduction in payments from private payors.

We cannot be certain that DIFICID or any future approved products will successfully be placed on the list of drugs covered
by particular health plan formularies, nor can we predict the negotiated price for any future products, which will be determined by
market factors. Many states have created preferred drug lists and include drugs on those lists only when the manufacturers agree to
pay a supplemental rebate. If DIFICID or any future products are not included on these preferred drug lists, physicians may not be
inclined to prescribe them to their Medicaid patients, thereby diminishing the potential market for our products.

As a result of the PPACA and the trend toward cost-effectiveness criteria and managed healthcare in the United States, third-
party payors increasingly are attempting to contain healthcare costs by limiting both coverage and the level of reimbursement of new
drugs. They also may refuse to provide any coverage of uses of approved products for medical indications other than those for which
the FDA has granted market approvals. As a result, significant uncertainty exists as to whether and how much third-party payors will
reimburse for newly-approved drugs, which in turn will put pressure on the pricing of drugs. Further, we do not have experience in
ensuring approval by applicable third-party payors outside of the United States for coverage and reimbursement of our products. The
availability of numerous generic antibiotics at lower prices than branded antibiotics can also be expected to substantially reduce the
likelihood of reimbursement for DIFICID. We anticipate pricing pressures in connection with the sale of our products due to the trend
toward managed healthcare, the increasing influence of health maintenance organizations and additional legislative proposals.

Our business involves the use of hazardous materials and we and our third-party manufacturers must comply with
environmental laws and regulations, which can be expensive and restrict how we do business.

Our third-party manufacturers’ activities and, to a lesser extent, our own activities, involve the controlled storage, use and
disposal of hazardous materials, including the components of our products and product candidates and other hazardous compounds.
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Our manufacturers and we are subject to federal, state and local laws and regulations governing the use, manufacture, storage,
handling and disposal of these hazardous materials. Although we believe that the safety procedures for handling and disposing of
these materials comply with the standards prescribed by these laws and regulations, we cannot eliminate the risk of accidental
contamination or injury from these materials. We currently have insurance coverage for damage claims arising from contamination on
our property. These amounts may not be sufficient to adequately protect us from liability for damage claims relating to

contamination. If we are subject to liability exceeding our insurance coverage amounts, our business and prospects would be harmed.
In the event of an accident, state or federal authorities may also curtail our use of these materials and interrupt our business operations.

Our business and operations would suffer in the event of computer, telecommunications or other system failure.

Despite the implementation of security measures, our internal computer systems are vulnerable to damage from computer
viruses, unauthorized access, natural disasters, terrorism, war and telecommunication and electrical failures. Any system failure,
accident or security breach that causes interruptions in our operations could result in a material disruption of our commercialization
activities or drug development programs. To the extent that any disruption or security breach results in a loss or damage to our data or
applications, or inappropriate disclosure of confidential or proprietary information, we may incur liability, the commercialization of
our products may be harmed and the further development of our product candidates may be delayed. ‘

Risks Related to Our Intellectual Property

It is difficult and costly to protect our intellectual property and our proprietary technologies, and we may not be able to ensure
their protection. ,

Our commercial success will depend, in part, on obtaining and maintaining patent protection and trade secret protection of
the use, formulation and structure of our products and product candidates, and the methods used to manufacture them, as well as
successfully defending these patents against third-party challenges, including those from generic drug manufacturers. Our ability to
protect our product and product candidates from unauthorized making, using, selling, offering to sell or importing by third parties is
dependent upon the extent to which we have rights under valid and enforceable patents or trade secrets that cover these activities.

The patent positions of pharmaceutical and biotechnology companies can be highly uncertain and involve complex legal and
factual questions for which important legal principles remain unresolved. No consistent policy regarding the breadth of claims
allowed in biotechnology patents has emerged to date in the United States. The biotechnology patent situation outside the United
States is even more uncertain. Changes in either the patent laws or in interpretations of patent laws in the United States and other
countries may diminish the value of our intellectual property. Accordingly, we cannot predict the breadth of claims that may be
allowed or enforced in our licensed patents, our patents or in third-party patents.

The degree of future protection for our proprietary rights is uncertain, because legal means afford only limited protection and
may not adequately protect our rights or permit us to gain or keep our competitive advantage. For example:

o others may be able to make compounds that are similar to our product and product candidates but that are not covered by
the claims of our pending patent applications or owned or licensed patents, or for which we are not licensed under our
license agreements;

e others may be able to make competing pharmaceutical formulations containing our product and product candidates or
components of our product formulations that are not covered by the claims of our owned or licensed patents, not licensed

to us under our license agreements or are subject to patents that expire;

e  our licensors and we might not have been the first to make the inventions covered by our patents and patent applications
or the pending patent applications and issued patents of our licensors; '

e our licensors or we might not have been the first to file patent applications for these invéntions;

o  others may independently develop similar or alternative technologies or duplicate any of our technologies;

e itis possible that our pending patent applications or our licensed patent applications will not result in issued patents;

o our pending patent applications or the pending patent applications and issued patents we own or license may not provide

us with any competitive advantages, may be designed around by our competitors, including generic drug companies, or
may be held invalid or unenforceable as a result of legal challenges by third parties;
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e we may not develop additional proprietary technologies that are patentable; or

e the patents of others may have an adverse effect on our business.

In addition, to the extent we are unable to obtain and maintain patent protection for our products and product candidates or in
the event such patent protection expires, it may no longer be cost effective to extend our portfolio by pursuing additional development
of a product candidate for follow-on indications for any product.

We have 16 pending patent applications and 5 issued patents related to fidaxomicin from the United States Patent and
Trademark Office, or U.S.P.T.O. These patents and patent applications related to fidaxomicin encompass various topics relating to:

s composition of matter for fidaxomicin;

e pharmaceutical composition of fidaxomicin and use for CDI;

e polymorphic forms (issued in the United States);

e  composition comprising a polymorphic form (issued in the United States);

¢ manufacturing processes (issued in the United States);

e treatment of diseases with fidaxomicin (issued iﬁ the United States);

e formulation; and

e fidaxomicin-related compounds, including metabolites (issued in the United States).

If we are unable to obtain a composition of matter patent, our competitors, including generic drug companies, may be able to
design other similar formulations of the active ingredient of fidaxomicin. Furthermore, our competitors, including generic drug
companies, may be able to design around our existing patents and pending applications which may issue as patents for fidaxomicin.
As a result, our competitors may be able to develop competing products.

We depend, in part, on our licensors and collaborators to protect a portion of our proprietary rights. In such cases, our
licensors and-collaborators may be primarily or wholly responsible for the maintenance of patents and prosecution of patent
applications relating to important areas of our business. We may be dependent on Par to provide technical support for patent
applications relating to fidaxomicin. If Par fails to adequately protect fidaxomicin with issued patents, our business and prospects
would be significantly harmed.

We rely on trade secrets to protect our technology, especially where we do not believe patent protection is appropriate or
obtainable. However, trade secrets are difficult to protect. Although we use reasonable efforts to protect our trade secrets, our
employees, consultants, contractors, outside scientific collaborators and other advisors may unintentionally or willfully disclose our
information to competitors. Enforcing a claim that a third-party entity illegally obtained and is using any of our trade secrets is
expensive and time consuming, and the outcome is unpredictable. In addition, courts outside the United States are sometimes less
willing to protect trade secrets. Moreover, our competitors may independently develop equivalent knowledge, methods and know-
how.

If our licensees or we fail to obtain or maintain patent protection or trade secret protection for our product candidates or our
technologies, third parties could use our proprietary information, which could impair our ability to compete in the market and
adversely affect our ability to generate revenues and attain profitability.

We may incur substantial costs as a result of litigation or other proceedings relating to our patent, trademark and other
intellectual property rights, and we may be unable to protect our rights to, or use, our technology.

If we or, as applicable, our commercialization partners pursuant to their first right to enforce the patents licensed to them in
their respective territories, choose to go to court to stop someone else from using our inventions, that individual or company has the
right to ask the court to rule that the underlying patents are invalid and/or should not be enforced against that third party. These
lawsuits are expensive and would consume time and other resources even if we or our commercialization partners were successful in
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stopping the infringement of these patents. There is also the risk that, even if the validity of these patents is upheld, the court will
refuse to stop the other party on the ground that such other party’s activities do not infringe our rights to these patents.

Furthermore, a third party may claim that we or our manufacturing or commercialization partners are using inventions
covered by the third party’s patent rights and may go to court to stop us from engaging in our normal operations and activities,
including making, using or selling our product candidates. These lawsuits are costly and oould affect our results of operations and
divert the attention of managerial and technical personnel. There is a risk that a court would decide that we or our commercialization
partners are infringing the third party’s patents and would order us or our partners to stop the activities covered by the patents. In
addition, there is a risk that a court will order us or our partners to pay the other party damages for having violated the other party’s
patents. We have indemnified our commercialization partners against patent infringement claims and thus would be responsible for
any of their costs associated with such claims and actions. The biotechnology industry has produced a proliferation of patents, and it
is not always clear to industry participants, including us, which patents cover various types of products or methods of use. The
coverage of patents is subject to interpretation by the courts and the interpretation is not always uniform. If we are sued for patent
infringement, we would need to demonstrate that our products or methods of use either do not infringe the patent claims of the
relevant patent and/or that the patent claims are invalid, and we may not be able to do this. Proving invalidity, in particular, is difficult

since it requires a showing of clear and convincing evidence to overcome the presumption of validity enjoyed by issued patents.

Although we have conducted searches of third-party patents with respect to DIFICID, these searches may not have identified
all third-party patents relevant to this product and we have not conducted an extensive search of patents issued to third parties with
respect to our product candidates. Consequently, no assurance can be given that third-party patents containing claims covering our
products, technology or methods do not exist, have not been filed or could not be filed or issued. Because of the number of patents
issued and patent applications filed in our technical areas or fields, we believe there is a risk that third parties may allege they have
patent rights encompassing our products, technology or methods. In addition, we have not conducted an extensive search of third-
party trademarks, so no assurance can be given that such third-party trademarks do not exist, have not been filed, could not be filed or
issued or could not exist under common trademark law.

Because some patent applications in the United States may be maintained in secrecy until the patents are issued, because
patent applications in the United States and many foreign jurisdictions are typically not published until eighteen months after filing
and because publications in the scientific literature often lag behind actual discoveries, we cannot be certain that others have not filed
patent applications for technology covered by our licensors” issued patents or our pending applications or our licensors’ pending
applications, or that we or our licensors were the first to invent the technology. Our competitors may have filed, and may in the future
file, patent applications covering technology similar to ours. Any such patent application may have priority over our or our licensors’
patent applications and could further require us to obtain rights to issued patents covering such technologies. If another party has filed
a U.S. patent application on inventions similar to ours, we may have to participate in an interference proceeding declared by the U.S.
PTO to determine priority of invention in the United States. The costs of these proceedings could be substantial, and it is possible that
such efforts would be unsuccessful, resulting in a loss of our U.S. patent position with respect to such inventions.

Some of our competitors may be able to sustain the costs of complex patent litigation more effectively than we can because
they have substantially greater resources. In addition, any uncertainties resulting from the initiation and continuation of any litigation
could have a material adverse effect on our ability to raise the funds necessary to continue our operations.

Risks Related to the Securities Market and Ownership of Our Common Stock
The market price of our common stock may be highly volatile.

Before our initial public offering in February 2007, there was no puBlic market for our common stock. We cannot assure you

that an active trading market will continue to exist for our common stock. You may not be able to sell your shares quickly or at the

market price if trading in our common stock is not active.

The trading price of our common stock is likely to be highly volatile and could be subject to wide fluctuations in price in
response to various factors, many of which are beyond our control, including:

e general economic and market conditions and other factors that may be unrelated to our operating performance or the
operating performance of our competitors;

e actual or anticipated variations in our quarterly operating results, including fidaxomicin sales and royalties, and our quarterly
expenses;

36



announcement of foreign regulatory agency approval or non-approval of our or our competitors’ product candidates, or
specific label indications for their use, or delays in the foreign regulatory agency review process;

actions taken by the FDA or other regulatory agencies with respect to our product or product candidates; clinical trials,
manufacturing process or marketing and sales activities;

failure of fidaxomicin to achieve commercial success;

changes in laws or regulations applicable to our products, including but not limited to clinical trial requirements for
approvals;

the success of our development efforts and clinical trials, particularly with respect to DIFICID;

announcements by our collaborators with respect to clinical trial results, regulatory submissions and communications from
the FDA or comparable foreign regulatory agencies; .

the success of our efforts to acquire or in-license additional products or product candidates;

developments concerning our collaborations and partnerships, including but not limited to, those with our sources of
manufacturing supply and our development and commercialization partners;

our dependence on our collaborators, such as APEL, Astellas Japan, STA and AstraZeneca, to commercialize and further
develop our products in foreign countries in compliance with foreign regulatory schemes;

our failure to successfully execute our commercmhzatlon strategy with respect to our products following marketing approval
thereof;

the success of our continuing efforts to establish and build marketing and sales capabilities;

inability to obtain adequate commercial supply for any product following marketing approval thereof, or inability to do s0 at
acceptable prices;

announcements of technological innovations by us, our collaborators or our competitors;

new products or services introduced or announced by us or our commercialization partners, or our competitors, and the
timing of these introductions or announcements;

the development of generic product alternatives to our or our competitors’ products;
third-party coverage or reimbursement policies;

changes in government regulations affecting product approvals, reimbursement or other aspects of our or our competitors’
business;

actual or anticipated changes in earnings estimates or recommendations by securities analysts;
conditions or trends in the biotechnology and biopharmaceutical industries;

announcements by us or our competitors of significant acquisitions, strategic partnerships, joint ventures or capital
commitments;

changes in the market valuations of similar companies;
sales of common stock or other securities by us or our stockholders in the future;

additions or departures of key scientific or management personnel;
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o disputes or other developments relating to intellectual property, proprietary rights, including patents, litigation matters and
our ability to obtain patent protection for our technologies; and

¢ trading volume of our common stock.

In addition, the stock market in general, and the market for biotechnology and biopharmaceutical companies in particular,
have experienced extreme price and volume fluctuations that have often been unrelated and/or disproportionate to the operating
performance of those companies. These broad market and industry factors may significantly harm the market price of our common
stock, regardless of our operating performance. In the past, following periods of volatility in the market, securities class-action
litigation has often been instituted against companies. Such litigation, if instituted against us, could result in substantial costs and
diversion of management’s attention and resources, which could significantly harm our business, financial condition and prospects.

Future sales of our common stock in the public market could cause our stock price to decline.

We have registered all common stock that we have issued under our employee benefits plans. As a result, these shares can be
freely sold in the public market upon issuance, subject to any applicable restrictions under the securities laws. In addition, certain of
our directors and executive officers have established, and others may in the future establish, programmed selling plans under
Rule 10b5-1 of the Securities Exchange Act of 1934, as amended, or the Exchange Act, for the purpose of effecting sales of our
common stock. If any of these events cause a large number of our shares to be sold in the public market, the sales could reduce the
trading price of our common stock and impede our ability to raise future capital.

We have identified a material weakness in our internal control over financial reporting which could, if not remediated, result
in material misstatements in our financial statements. '

Our management is responsible for establishing and maintaining adequate internal control over our financial reporting, as
defined in Rules 13a-15(f) and 15d-15(f) under the Exchange Act. As disclosed in Item 9A, management identified a material
weakness in our internal control over financial reporting related to approval of certain non-recurring transactions. A material
weakness is defined as a deficiency, or combination of deficiencies, in internal control over financial reporting, such that there is a
reasonable possibility that a material misstatement of our annual or interim financial statements will not be prevented or detected on a
timely basis. As a result of this material weakness, our management concluded that our internal control over financial reporting was
not effective based on criteria set forth in the “Internal Control-Integrated Framework™ issued by the Committee of Sponsoring
Organizations of the Treadway Commission. We believe that the steps that we have taken over the past year have remediated the
issues that contributed to the material weakness. These steps included the revision of our corporate authorization policy and other
compliance policies, the strengthening of our approval procedures, the implementation of training and internal audit procedures to
make our compliance and monitoring more comprehensive and changes to our senior management team, concluding with the
replacement of our Chief Executive Officer and General Counsel in February 2013. If our remedial measures are insufficient to
address the material weakness, or if additional material weaknesses or significant deficiencies in our internal control are discovered or
occur in the future, our consolidated financial statements may contain material misstatements and we could be required to restate our
financial results. !

Some provisions of our charter documents and Delaware law may have anti-takeover effects that could discourage an
acquisition of us by others, even if an acquisition would be beneficial to our stockholders and may prevent attempts by our
stockholders to replace or remove our current management.

Provisions in our amended and restated certificate of incorporation and bylaws, as well as provisions of Delaware law, could
make it more difficult for a third party to acquire us, even if doing so would benefit our stockholders, or remove our current
management. These provisions include:

. a board of directors divided into three classes serving staggered three-year terms, such that not all members of the
board will be elected at one time;

. authorizing the issuance of “blank check” preferred stock, the terms of which may be established and shares of which
may be issued without stockholder approval;

. limiting the removal of directors by the stockholders;

. prohibiting stockholder action by written consent, thereby requiring all stockholder actions to be taken at a meeting of

our stockholders;

. eliminating the ability of stockholders to call a special meeting of stockholders; and

38



. establishing advance notice requirements for nominations for election to the board of directors or for proposing
matters that can be acted upon at stockholder meetings.

These provisions may frustrate or prevent any attempts by our stockholders to replace or remove our current management by
making it more difficult for stockholders to replace members of our board of directors, which is responsible for appointing the
members of our management. In addition, we are subject to Section 203 of the Delaware General Corporation Law, which generally
prohibits a Delaware corporation from engaging in any of a broad range of business combinations with a stockholder owning 15% or
more of our outstanding voting stock for a period of three years following the date on which the stockholder became an interested
stockholder, unless such transactions are approved by our board of directors. This provision could have the effect of delaying or
preventing a change of control, whether or not it is desired by or beneficial to our stockholders. Such a delay or prevention of a
change of control transaction could cause the market price of our stock to decline.

We adopted a rights plan that could make it more difficult for a third-party to acquire us.

On February 26, 2013, our Board of Directors adopted a stockholder rights plan in conjunction with deciding to conduct a
review of strategic alternatives. The plan could discourage, delay or prevent a third-party from acquiring a large portion of our
securities, initiating a tender offer or proxy contest or acquiring us, even if our stockholders might receive a premium for their shares
over then-current market prices.

The results and impact of our announcement that we are exploring strategic alternatives cannot be determined.

On February 27, 2013, our Board of Directors announced that it has commenced a process to explore a full range of strategic
alternatives. There can be no assurance that this process will result in the pursuit or consummation of any strategic transaction or that
there will be a formal cessation of the process. In addition, this process may distract the attention of our Board of Directors and
management from our business, cause us to incur significant expenses pursuing one or more transactions unsuccessfully or impair our
relationships with customers, suppliers and employees. If we are unable to effectively manage these risks, our business, financial
condition or results of operations may be adversely affected. In addition, the market price of our stock may be volatile as we consider
strategic alternatives, and volatility may persist or be increased if and when a decision to pursue a particular alternative (or no
alternative) is announced.

Item 1B. Unresolved Staff Comments
None.
Item 2. Properties

Our facilities consist of approximately 45,000 square feet of laboratory and office space in San Diego, California, and 24,000
square feet of office space in Jersey City, New Jersey. The lease for our San Diego facility expires in August 2022, subject to two,
five-year renewal options. The lease for our facility in Jersey City expires in July 2018, subject to one, five-year renewal option.

We believe these facilities are adequate to meet our current needs and that additional space will be available on commercially
reasonable terms as needed.

Item 3. Legal Proceedings

In March 2012, we became aware of an attempted grant in September 2011 to Dr. Michael Chang of 1.5 million technical
shares of OBI. We engaged external counsel to assist us in an internal review and determined that the attempted grant may have
violated certain applicable laws, including the FCPA.

In April 2012, we self-reported the results of our preliminary findings to the SEC and the DOJ, which included information
about the attempted grant and certain related matters, including a potentially improper $300,000 payment in July 2011 to a research
laboratory involving an individual associated with the OBI share grant. At that time, we terminated the employment of our then-Chief
Financial Officer and our then-Vice President, Clinical Development. We also removed Dr. Michael Chang as the Chairman of our
Board of Directors and requested that Dr. Michael Chang resign from the Board of Directors, which he has not. We continued our
investigation and our cooperation with the SEC and the DOIJ.

As a result of our continuing internal investigation, in February 2013, the independent members of our Board of Directors
determined that additional remedial action should be taken in light of prior compliance, record keeping and conflict-of-interest issues
surrounding the potentially improper payment to the research laboratory and certain related matters. On February 26, 2013, our then-
President and Chief Executive Officer and our then-General Counsel and Chief Compliance Officer resigned at the request of the
independent members of our Board of Directors.

, In addition, over the past year, we have revised our compliance policies, strengthened our approval procedures and
implemented training and internal audit procedures to make our compliance and monitoring more comprehensive.
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We continue to cooperate with the SEC and DOJ, including by responding to informal document and interview requests,
conducting in-person meetings and updating these authorities on our findings with respect to the attempted OBI technical share grant,
the potentially improper payment to the research laboratory and certain matters that may be related. We are unable to predict the
ultimate resolution of these matters, whether we will be charged with violations of applicable civil or criminal laws or whether the
scope of the investigations will be extended to new issues. We also are unable to predict what potential penalties or other remedies, if
any, the authorities may seek against us or any of our current or former employees, or what the collateral consequences may be of any
such government actions.

Item 4. Mine Safety Disclosures.

Not applicable.
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PART 11
Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities

Our common stock has been traded on the Nasdaq Stock Market under the symbol “OPTR” since February 9, 2007. Prior to
that time, there was no public market for our common stock. The following table sets forth the range of high and low sale prices for
our common stock reported by Nasdaq Global Select Market.

2012 High . Low

First QUArter......c.ooceevceceierercccenierinicsrineneneesrvessessesans $ 1423 $ 11.68
Second QUATLET ........cccovevererererereresessecssesereeanassassesssncsnnne $ 16.00 $ 11.87
Third QUATET ....c.c.ceoveuerrcrrieiirciriiereisineseanssse s sasssesnes $ 1639 § 12.86
Fourth QUATET ..........ooveveeeeieieereeveenseeeressesesssssonsaissssines $ 1417 §$ 8.64
2011 High Low

First QUATET.......covvveuervrcrenrecsenncmenesisescissssenessseseaneneaes $ 13.00 § 10.50
SeCONd QUATLET ........ocveeerereiererereeeesreseseeeeeesassnssessessanas $ 1474 $ 11.75
Third QUAKET .....ccccoveeeiirerrreniriiiiriseeiitese e nessessssseens $ 1795 §$ 6.81
Fourth QUATET .......ccoveverrureeecrcrcnerenrerereniirennnssssssnenenens $ 1540 $ 10.00

As of February 15, 2013, there were approximately 24 holders of record of our common stock.
Dividends

We have never paid or declared cash dividends on our capital stock. We currently intend to retain future earnings, if any, for
use in the expansion and operation of our business.

Performance Measurement Comparison

The following stock performance graph illustrates a comparison of the annual percentage change in the cumulative total
stockholder return on our common stock. The graph assumes an investment of $100 on December 31, 2007, and that all dividends
were reinvested.

COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN*
Among Optimer Pharmaceuticals Inc, the NASDAQ Composite Index,
and the NASDAQ Biotechnology Index

$200

$150 -

$100
$50 -

$° 1 1 1 ] N
12/07 12/08 12/09 12110 12111 12/12

—8— Optimer Pharmaceuticals Inc: — & — NASDAQ Composite ---©--- NASDAQ Biotechnology

*$100 invested on 12/31/07 in stock or index, including reinvestment of dividends.
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Item 6. Selected Consolidated Financial Data

You should read the following selected consolidated financial and operating information together with “Management’s
Discussion and Analysis of Financial Condition and Results of Operations” and our consolidated financial statements and notes
thereto included elsewhere in this report. Historical results for any prior period are not necessarily indicative of the results to be
expected for any future period.

Years Ended December 31,
2012 2011 2010 2009 2008
(in thousands, except per share amounts)

Statement of Operations Data: ,
Product revenue, Net.........c.oeveeeeeeveeeeereeeeeeeenne. $ 62,417 $ 21,511 § — 3 — 3 —

Contract FEVENUE ........eeeevveerieerneeeereeeeeeeeeeenns 39,112 122,749 — — —
OthEr ..ottt 2 718 1,480 893 1,023

Total FEVENUES.....c..eeecvveeeeeeeeeeeeeeeeee e 101,531 144,978 1,480 893 1,023
Operating expenses:

Cost of product sales.........cccevvvevevreneceenennn 5,486 1,526 — — —

Cost of contract revenue ..........c..ooeveeeeuvvennee. 6,463 7,584 — — —_

Research and development...............ccovenneanen 45,202 43,085 32,797 34,417 30,206

Selling, general and administrative................ 112,026 80,574 17,551 9,074 7,964

Co-promotion expenses with Cubist............. 23,191 6,570 — — —

Total operating expenses.............ccceeueneene. 192,368 139,339 50,348 43,491 38,170

Income (loss) from Operations ......................... (90,837) 5,639 (48,868) (42,598) (37,147)
Gain on de-consolidation of OBI...................... 23,782 — — — —_
Gain on sale of OBI shares ..........ccceeveuvvenveenne. 31,501 — — — —
Equity in net loss of OBI ........cccocoiivveriennnnnn. (1,849) — — — —
Interest income and other, net........................... 136 291 329 364 1,562
Consolidated net income (10SS) -.......cccovverernenne. (37,267) 5,930 (48,539) (42,234) (35,585)
Net loss attributable to non-controlling

IDLETESE....veevvieneietieetieeieere ettt 280 1,892 1,199 142 —
Net income (loss) attributable to Optimer

Pharmaceuticals, Inc. .......cccccevenrrvenenennnnnn. $  (36,987) $ 7,822 § (47,340) $§  (42,092) $  (35,585)
Net income (loss) per share attributable to :

common stockholders - basic...............c........ $ (0.78) $ 017 $ (1.25)° $ (1.30) $ (1.24)
Net income (loss) per share attributable to

common stockholders - diluted..................... $ (0.78) $ 0.17 § (1.25) § (1.30) $ (1.24)
Weighted average shares outstanding - basic.... 47,332 45,622 37,830 32,469 28,683
Weighted average shares outstanding -

diluted .....oovereireicenectee e 47,332 46,369 37,830 32,469 28,683

December 31,
2012 2011 2010 2009 2008

(in thousands)
Balance Sheet Data:
Cash, cash equivalents and short-term

INVESIMENLS ....covveeereeereeereeeeecreeereeere e e $ 124001 $ 110,579 $ 49415 § 38,185 §$ 39,326
Working capital..........cceceevevivnenrenrirneeseeeenne 125,228 145,853 45,239 30,951 32,258
Total ASSELS...ccvverieeeceeeeirieerece et 159,427 182,023 52,020 40,656 42,295
Accumulated deficit........cceeeeieienrinierienicnenen. (251,979) (214,993) (222,814) (175,475) (133,382)
Non-controlling interest..........ccoccoverveeesuesrernnenns — 6,661 1,997 3,040 —
Total stockholders’ equity........c.cceeeereerererennnne. 130,810 150,564 47,186 32,752 34,231
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operation

The following discussion and analysis should be read in conjunction with our “Selected Consolidated Financial Data” and
consolidated financial statements and accompanying notes appearing elsewhere in this report. This discussion and other parts of this
report may contain forward-looking statements based upon current expectations that involve risks and uncertainties. Our actual
results and the timing of selected events could differ materially from those anticipated in these forward-looking statements as a result
of several factors, including those set forth under “Risk Factors” and elsewhere in this report.

Overview

We are a global biopharmaceutical company currently focused on commercializing our antibiotic product DIFICID®
(fidaxomicin) in the United States and Canada, and on developing other fidaxomicin products in the United States and worldwide,
both independently and with our partners and licensees. DIFICID is a macrolide antibacterial drug indicated in adults 18 years of age
or older for the treatment of CDAD and is the first antibacterial drug to be approved in the United States for the treatment of CDAD in
more than 25 years. We currently are marketing DIFICID in the United States through our own sales force and through our co-
promotion agreement with Cubist Pharmaceuticals, Inc., or Cubist.

We continue to pursue regulatory approval for, and commercialization of, fidaxomicin in other geographies outside the
United States and Canada through various collaboration partners. In December 2011, the European Medicines Agency, or EMA,
approved the Marketing Authorization Application, or MAA, for DIFICLIR (fidaxomicin) for the treatment of adults suffering from
CDI in Europe. In June 2012, our collaboration partner, Astellas Pharma Europe Ltd., or APEL, achieved the first sales of DIFICLIR
tablets in its European territories. In addition, in June 2012, our subsidiary Optimer Pharmaceuticals Canada, Inc., or Optimer
Canada, began marketing DIFICID in Canada. We have entered into agreements with Astellas Pharma Inc., or Astellas Japan, and
with Specialised Therapeutics Australia Pty. Ltd, or STA, for the development and commercialization of fidaxomicin in Japan and in
Australia and New Zealand, respectively. In November 2012 we entered an exclusive agreement with AstraZeneca UK Limited, or
AstraZeneca, to commercialize fidaxomicin tablets for the treatment of CDI in Latin America, including Brazil, Central America,
Mexico and the Caribbean.

We were incorporated in November 1998 and have incurred significant net losses since our inception. At December 31,
2012, we had an accumulated deficit of $252.0 million. These losses have resulted principally from costs incurred in connection with
research and development activities, including the costs of clinical trial activities, license fees and general and administrative expenses
and, more recently, expenses incurred in connection with our commercial efforts with respect to DIFICID in the United States and
Canada. We expect to incur operating losses for at least the next two years as we commercialize DIFICID and pursue further
development of DIFICID, including conducting post-marketing studies for label expansion and continuing further development,
regulatory approval and commercialization of fidaxomicin worldwide. For example, in October 2012, we initiated a Phase 3b clinical
trial of DIFICID for the prevention of CDAD in patients undergoing HSCT. We may acquire or in-license additional products or
product candidates, technologies or businesses that are complementary.

Recent Developments

On February 26, 2013, the Board of Directors appointed Henry A. McKinnell, Ph.D., the Chairman of our Board of
Directors, as our Chief Executive Officer. Dr. McKinnell replaced Pedro Lichtinger, who served as our President and Chief Executive
Officer beginning in May 2010. The Board of Directors also appointed Meredith Schaum to replace Kurt Hartman as our General
Counsel and Chief Compliance Officer. The independent members of the Board of Directors recommended to the Board of Directors
that the foregoing management changes were appropriate following their review of prior compliance, record keeping and conflict-of-
interest issues observed during the review, including issues arising from the conduct of our personnel who were the subject of the
changes in management and leadership announced in April 2012. The previously disclosed investigations of these issues by the
relevant U.S. authorities are ongoing and we are continuing to cooperate with those authorities (see “Legal Proceedings”™).

In connection with Mr. Lichtinger’s resignation, we expect to enter into a separation agreement, pursuant to which he will
receive the following benefits: (i) an amount equal to 24 months of his base salary and a cash bonus based on 2012 performance, in
each case less applicable tax withholdings; (ii) 24 months of continued group health benefits; and (iii) acceleration of 30,500 unvested
restricted stock units and 230,292 unvested stock options with a weighted average exercise price of $12.53.

In connection with Mr. Hartman’s resignation, we entered into a separation agreement with Mr. Hartman, executed on
March 2, 2013, pursuant to which he will receive the following benefits: (i) an amount equal to 15 months of his base salary and a
cash bonus based on 2012 performance, in each case, less applicable tax withholdings; (ii) 15 months of continued group health
benefits; and (iii) acceleration of 1,167 unvested restricted stock units and 37,109 unvested stock options with a weighted average
exercise price of $10.18.
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On February 27, 2013, our Board of Directors announced that it had commenced a process to explore a full range of strategic
alternatives, including a possible sale of the Company. In connection with this process, we have engaged J.P. Morgan and Centerview
Partners as our financial advisers. There can be no assurance that this process will result in the pursuit or consummation of any
strategic transaction or that there will be a formal cessation of the process. In addition, we may incur significant expenses pursuing
one or more transactions unsuccessfully (see “Risk Factors — The results and impact of our announcement that we are exploring
strategic alternatives cannot be determined.”). In conjunction with this process, our Board of Directors adopted a stockholder rights
plan to protect our stockholders while the strategic review is being conducted.

Financial Operations Overview
Revenues

DIFICID is available in the United States and Canada through three major wholesalers - AmerisourceBergen Corporation,
Cardinal Health, Inc. and McKesson Corporation - and through regional wholesalers and specialty pharmacies that provide DIFICID
to purchasing customers, such as hospitals, retail pharmacies, long-term care facilities and other purchasing outlets that may dispense
DIFICID. We recognize revenue from product sales when persuasive evidence of an arrangement exists, delivery has occurred, title
has passed to the customer, the price is fixed and determinable, the buyer is obligated to pay us, the obligation to pay is not contingent
on resale of the product, the buyer has economic substance apart from us, we have no obligation to bring about the sale of the product,
the amount of returns can be reasonably estimated and collectability is reasonably assured. We recognize product sales of DIFICID
upon delivery of product to the wholesalers, specialty pharmacies and certain direct purchasers.

Contract revenue is generated from collaboration partners and includes up-front and milestone payments, product sales and
royalties. :

Prior to the launch of DIFICID, we generated revenues primarily as a result of various collaborations with pharmaceutical
and biotechnology companies and grants from government agencies. Revenues from license and collaboration agreements are
recognized based on the performance requirements of the underlying agreements. Revenue is deferred for fees received before they
are earned. Non-refundable, up-front payments and license fees, where we have an ongoing involvement or performance obligation,
are recorded as deferred revenue and recognized as revenue over the contract or development period. Milestone payments generally
are recognized as revenue upon the achigvement of the milestones as specified in the underlying agreement, assuming we meet certain
criteria. Royalty revenues from the sale of fidaxomicin are recognized upon the sale of product.

Cost and Expenses

Cost of Product Sales. Cost of product sales consists of the costs to manufacture and ship DiFICID in support of U.S. and
Canadian sales, as well as royalties due on such sales.

Cost of Contract Revenue. Cost of contract revenue consists of the cost of pharmaceutical product sales to our collaborators,
as well as royalties due on contract revenue recognized.

Research and Development Expense. Research and development expense consists of expenses incurred in connection with
developing our drug candidates. Our research and development expenses consist primarily of salaries and related employee benefits
and costs associated with clinical trials. Research and development expense also includes the costs associated with our medical affairs
and health outcomes and economic research efforts. We charge all research and development expenses to operations as they are
incurred because the underlying technology associated with these expenditures relates to our research and development efforts and has
no alternative future uses. From inception through December 31, 2012, we incurred total research and development expenses of
approximately $268.2 million. '

Selling, General and Administrative Expense. Selling, general and administrative expense consists primarily of
compensation, including stock-based compensation, related to our commercial operations and administrative employees and other
expenses related to an allocated portion of facility costs, legal fees and other professional services expenses and insurance costs.

Co-promotion Expenses with Cubist. Co-promotion expenses with Cubist consist of co-promotion fees and any bonus and
profit-share earned by Cubist. ‘

Interest Income (Expense) and Other, Net. Interest income (expense) and other, net consists of interest earned on our cash,
cash equivalents and short-term investments and other-than-temporary declines in the market value of available-for-sale securities and
cash and non-cash interest charges related to bridge financings.

Net Operating Losses and Tax Credit Carryforwards. At December 31, 2012, we had federal, state and foreign net operating
loss carryforwards of approximately $184.0 million, $195.1 million, and $7.3 million, respectively. If not utilized, the net operating
loss carryforwards will begin expiring in 2020 for federal purposes and in 2015 for state purposes. The foreign net loss carryforwards

44



will begin expiring in 2019. At December 31, 2012, we had both federal and state research and development tax credit carryforwards
of approximately $7.0 million and $4.7 million, respectively. The federal tax credits will begin expiring in 2020 unless previously
utilized and the state tax credits carry forward indefinitely. At December 31, 2012, we had a state manufacturer’s investment tax
credit carryforward of approximately $47,000 that began expiring in 2012. Under Section 382 of the Internal Revenue Code of 1986,
as amended, substantial changes in our ownership may limit the amount of net operating loss and tax credit carryforwards that could
be utilized annually to offset taxable income. Any such annual limitation may significantly reduce the utilization of the net operating
losses and tax credits before they expire.

In 2012, we completed a Section 382/383 analysis regarding the limitation of the net operating losses and credit carryovers
and determined that the entire amount of U.S. federal and state net operating losses and credit carryovers are available for utilization,
subject to an annual limitation. Any carryforwards that will expire, prior to utilization and as a result of future limitation, will be
removed from deferred tax assets with a corresponding reduction of the valuation allowance. Due to the existence of the valuation
allowance, future changes in the unrecognized tax benefits will not impact the effective tax rate.

The American Taxpayer Relief Act of 2012, which reinstated the U.S. Federal Research and Development Tax Credit
retroactively from January 1, 2012 through December 31, 2013, was not enacted into law until the first quarter of 2013. Therefore, the
expected tax benefit resulting from such reinstatement for 2012 will not be reflected in the Company’s estimated annual effective tax
rate until 2013.

Critical Accounting Policies and Estimates

Our Management’s Discussion and Analysis of our Financial Condition and Results of Operations is based on our
consolidated financial statements, which have been prepared in conformity with generally accepted accounting principles in the
United States. The preparation of these consolidated financial statements requires us to make estimates and assumptions that affect
the reported amounts of assets, liabilities, expenses and related disclosures. Actual results could differ from those estimates. While
our significant accounting policies are described in more detail in Note 1 of the Notes to Consolidated Financial Statements appearing
elsewhere in this report, we believe the following accounting policies to be critical to the judgments and estimates used in the
preparation of our consolidated financial statements.

Product Sales

During the year ended December 31, 2012, the $62.4 million in net product sales to wholesalers reflected a total of 26,628
DIFICID treatments shipped to wholesalers and specialty pharmacies. Wholesalers and specialty pharmacies shipped approximately
25,700 DIFICID treatments to hospitals, retail pharmacies, long-term care facilities and other purchasing outlets that may dispense
DIFICID in the United States and Canada. Our sales representatives primarily target approximately 1,200 hospitals, although
approximately 2,800 hospitals have ordered DIFICID.

Our net product sales represent total gross product sales in the United States and Canada less allowances for customer credits,
including estimated rebates, chargebacks, discounts and returns. These allowances are established by management as its best estimate,
based on available information, and are adjusted to reflect known changes in the factors that impact such allowances. Allowances for
rebates, chargebacks, discounts and returns are established based on the contractual terms with customers, communications with
" customers, as well as expectations about the market for the product and anticipated introduction of competitive products. Product
shipping and handling costs are included in cost of sales.

Product Sales Allowances. We establish reserves for prompt-payment discounts, fee-for-service arrangements, government
and commercial rebates, product returns and other applicable allowances, such as our hospital discount. Allowances relate to prompt-
payment discounts and fee-for-service arrangement with our contracted wholesalers and direct purchase discounts, and are recorded at
the time of sale, resulting in a reduction in product sales revenue. Accruals related to government and commercial rebates, product
returns and other applicable allowances are recognized at the time of sale, resulting in a reduction in product sales and an increase in
accrued expenses.

Prompt-payment Discounts. We offer a prompt-payment discount to our customers. Since we expect our customers
will take advantage of this discount, we accrue 100% of the prompt-payment discount that is based on the gross amount of
each invoice, at the time of sale. The accrual is adjusted quarterly to reflect actual earned discounts.

Government and Commercial Rebates and Chargebacks. We estimate commercial rebates as well as government-
mandated rebates and discounts relating to federal and state programs such as Medicaid, the Veterans’ Administration, or
VA, and Department of Defense programs, the Medicare Part D Coverage Discount Program and certain other qualifying
federal and state government programs. We estimate the amount of these rebates and chargebacks based on historical trends
for DIFICID. These allowances are adjusted each period based on actual experience.
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Medicaid rebate reserves relate to our estimated obligations to states under statutory “best price” obligations which
also may include supplemental rebate agreements with certain states. Rebate accruals are recorded during the same period in
which the related product sales are recognized. Actual rebate amounts are determined at the time of claim by the state, and
we generally will make cash payments for such amounts after receiving billings from the state.

VA rebates or chargeback reserves represent our estimated obligations resulting from contractual commitments to
sell DIFICID to qualified healthcare providers at a price lower than the list price charged to our distributors. A distributor
will charge us for the difference between what the distributor pays for the product and the ultimate selling price to the
qualified healthcare provider. Rebate and chargeback accruals are established during the same period in which the related
product sales are recognized. Actual chargeback amounts for Public Health Service are determined at the time of resale to the
qualified healthcare provider from the distributor, and we generally will issue credits for such amounts after receiving
notification from the distributor.

Although allowances and accruals are recorded at the time of product sale, certain rebates generally will be paid, on
average, in six months or longer after the sale. Reserve estimates are evaluated quarterly and, if necessary, adjusted to reflect
actual results. Any such adjustments will be reflected in our operating results in the period of the adjustment. For the year
ended December 31, 2012, there were no material adjustments. i

Product Returns. Our policy in the United States is to accept returns of DIFICID for six months prior to, and twelve
months after, the product expiration date. Our policy in Canada is to accept returns of DIFICID for three months prior to,
and twelve months after, the product expiration date. We permit returns if the product is damaged or defective when received
by our customers. We will provide a credit for such returns to customers with whom we have a direct relationship. Once
product is dispensed it cannot be returned, but we allow partial returns in states where such returns are mandated. We do not
exchange product from inventory for the returned product.

Allowances for product returns are recorded during the period in which the related product sales are recognized,
resulting in a reduction to product revenue. We estimate product returns based upon the sales pattern of DIFICID,

management’s experience with similar products, historical trends in the pharmaceutical industry and trends for similar
products sold by others. :

During the years ended December 31, 2012 and 2011, the provisions for product sales allowances reduced gross
product sales as follows:

2012 2011

Total gross Product SAlES ........c.ocvummimimsmssseresiusssimmmssseseesssenseniess $ 74,890,803 . $ 24,357,200
Returns reserve and allOWANCE .......ccveecivsiriniimsmsssasmimenisensee (1,583,723) (365,358)
Government and commercial rebates and chargebacks......c.ccccunn. (4,947,295) (476,116)
Prompt-pay discounts and fees ..o (5,942,630) (2,004,689)

Product Sales AllOWAICE ......vueceerrnriersssssssesesmrssnssssssssssissesssenses $ (12,473,648) $ (2,846,163)
Total product sales, net................ evesseessesvesaassssassessseesssntessbarsevaeas $ 62,417,155 $ 21,511,037
Total product sales allowances as a percent of gross product

SALES ovoeiveereeeeeeeeesesuererseaa s e st e Rt a eSS e A RS ssss s s 16.7% 11.7%
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An analysis of the amount of, and change in, reserves for the years ended December 31, 2012 and 2011 is as

follows:
Government
and
Returns Commercial Prompt-pay
Reserve and Rebates and Discounts
Allowances Chargebacks and Fees Total
Balance at January 1, 2011 .....ccoooereeeneirereneenennnee $ — 8 — 8 — 3 —
Provisions related to sales in the current
VAL vveerenrreeetraenseereneseeesessessosssssssesnsneetsennas 365,358 476,116 2,004,689 2,846,163
Returns and payments ........ccccceceevvienveniesninninnns — (106,218) (429,403) (535,621)
Balance at December 31, 2011 ......cooeveviievenerennee 365,358 369,898 1,575,286 2,310,542
Provisions related to sales in the current
VAT 1.vveueeeeeeeernenseraseeessessesntosneaesaneseenararens 1,583,723 4,988,805 5,953,674 12,526,202
Provisions related to sales made in prior
FOAL c.cueureneeeieneesceneeeetesresestessere s ss s eresen —_— (41,510) (11,044) (52,554)
Returns and payments..........ccccovvevvvrirnrcnernnnan (473,957) (3,674,344) (5,629,393) (9,777,694)
Balance at December 31, 2012 ......cccoceeirivienennnne $ 1475124 $ -1,642849 $ 1,888,523 § 5,006,496
Contract Revenue

Under certain of our licensing and collaboration agreements, we are entitled to receive payments upon the achievement of
contingent milestone events. In order to determine the revenue recognition for contingent milestone-based payments, we evaluate the
contingent milestones using the criteria as provided by the Financial Accounting Standards Boards, or FASB, guidance on the
milestorie method of revenue recognition at the inception of a collaboration agreement.

Accounting Standard Codification (ASC) Topic 605-28, Revenue Recognition — Milestone Method (ASC 605-28),
established the milestone method as an acceptable method of revenue recognition for certain contingent, event-based payments under
research and development arrangements. Under the milestone method, a payment that is contingent upon the achievement of a
substantive milestone is recognized in its entirety in the period in which the milestone is achieved. A milestone is an event (i) that can
be achieved based in whole or in part on either our performance or on the occurrence of a specific outcome resulting from our
performance, (ii) for which there is substantive uncertainty at the date the arrangement is entered into that the event will be achieved
and (iii) that would result in additional payments being due to us. The determination that a milestone is substantive is judgmental and
is made at the inception of the arrangement. Milestones are considered substantive when the consideration earned from the
achievement of the milestone is (i) commensurate with either our performance to achieve the milestone or the enhancement of value of
the item delivered as a result of a specific outcome resulting from our performance to achieve the milestone, (ii) relates solely to past
performance and (iii) is reasonable relative to all deliverables and payment terms in the arrangement.

Other contingent, event-based payments received for which payment is either contingent solely upon the passage of time or
the results of a collaborative partner’s performance are not considered milestones under ASC 605-28. In accordance with ASC Topic
605-25, Revenue Recognition — Multiple-Element Arrangements (ASC 605-25), such payments will be recognized as revenue when
all of the following criteria are met: persuasive evidence of an arrangement exists; delivery has occurred or services have been
rendered; the price is fixed or determinable; and collectability is reasonably assured.

Revenues recognized for royalty payments are recognized as earned in accordance with the terms of various research and
collaboration agreements.

For collaboration agreements with multiple deliverables, we recognize collaboration revenues and expenses by analyzing
each element of the agreement to determine if it is to be accounted for as a separate element or single unit of accounting. If an element
is to be treated separately for revenue recognition purposes, the revenue recognition principles most appropriate for that element are
applied to determine when revenue is to be recognized. If an element is not to be treated separately for revenue recognition purposes,
the revenue recognition principles most appropriate for the bundled group of elements are applied to determine when revenue is to be
recognized.

Cash received in advance of services being performed is recorded as deferred revenue and recognized as revenue as services
are performed over the applicable term of the agreement. In connection with certain research collaboration agreements, revenues are
recognized from non-refundable up-front fees, that we do not believe are specifically tied to a separate earnings process, ratably over
the term of the agreement. Research fees are recognized as revenue as the related research activities are performed.
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With respect to revenues derived from reimbursement of direct out-of-pocket expenses for research costs associated with
grants, where we act as a principal, with discretion to choose suppliers, bear credit risk and perform part of the services required in the
transaction, we record revenue for the gross amount of the reimbursement. The costs associated with these reimbursements are
reflected as a component of research and development expense in the consolidated statements of operations.

None of the payments we have received from collaborators to date, whether recognized as revenue or deferred, is refundable
even if the related program is not successful. '

Inventory

Inventory is stated at the lower of cost or market. Cost is determined using the first-in, first-out (FIFO) method. We reserve
for potentially excess, dated or obsolete inventory based on an analysis of inventory on hand compared to forecasts of future sales. At
December 31, 2012, inventory consisted of $9.1 million in raw materials, $3.6 million in work-in-process and $2.9 million in finished
goods.

Research and Development

We expense costs related to research and development as incurred. Our research and development expenses consist primarily
of license fees, salaries and related employee benefits, costs associated with clinical trials managed by contract research organizations
and costs associated with non-clinical activities and regulatory approvals. We use external service providers and vendors to conduct
clinical trials, to manufacture supplies of product candidates to be used in clinical trials and to provide various other research and
development-related products and services.

When non-refundable payments for goods or services to be received in the future for use in research and development
activities are made, we defer and capitalize these types of payments. The capitalized amounts are expensed when the related goods are
delivered or the services are performed.

Stock-based Compensation

The FASB authoritative guidance requires that share-based payment transactions with employees be recognized in the
financial statements based on their fair value and recognized as compensation expense over the vesting period. Total consolidated
stock-based compensation expense of $13.0 million, $11.8 million and $6.4 million was recognized in the years ended December 31,
2012, 2011 and 2010, respectively. The stock-based compensation expense recognized included expense from performance-based
stock options and restricted stock units.

Stock-based compensation expense is estimated, as of the grant date, based on the fair value of the award and is recognized as
expense over the requisite service period, which generally represents the vesting period. We estimate the fair value of our stock
options using the Black-Scholes option-pricing model and the fair value of our stock awards based on the quoted market price of our
common stock.

For performance-based stock options and performance-based restricted stock units, we begin to recognize the expense when
it is deemed probable that the performance-based goal will be met. We evaluate the probability of achieving performance-based goals
on a quarterly basis. :

Equity instruments issued to non-employees are periodically revalued as the equity instruments vest and are recognized as
_expense over the related service period.

Income Taxes

We estimate income taxes based on the jurisdictions where we conduct business. Significant judgment is required in
determining our worldwide income tax provision. We estimate our current tax liability and assess temporary differences that result
from differing treatments of certain items for tax and accounting purposes. These differences result in net deferred tax assets and
liabilities. We then assess the likelihood that deferred tax assets will be realized. A valuation allowance is recorded when it is more
likely than not that some of the deferred tax assets will not be realized. We review the need for a valuation allowance each interim
period to reflect uncertainties about whether we will be able to utilize deferred tax assets before they expire. The valuation allowance
analysis is based on estimates of taxable income for the jurisdictions in which we operate and the periods over which our deferred tax
assets may be realized. Changes in our valuation allowance could result in material increases or decreases in our income tax expense
in the period such changes occur, which could have a material impact on our operating results.
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At December 31, 2012, we recorded a non-current liability for uncertain income tax positions of $0.9 million. As the
liability for uncertain tax positions provides a source to support the realization of deferred tax assets, we released $0.9 million of
valuation allowance on deferred tax assets and recorded a non-current deferred tax asset of $0.9 million at December 31, 2012.

In 2012, we recorded a tax benefit of $281,000, which reflected our application of the intraperiod tax allocation rules under
which we are required to record a tax benefit in continuing operations to offset the tax provision we recorded directly to other
comprehensive income primarily related to the unrealized gain on our investment in Cempra stock.

For 2012, we estimate that we will have federal and state taxable losses. As such, no current tax provision has been recorded.
We have recorded a full valuation allowance for the remaining net deferred tax benefits. In 2012, we completed a Section 382/383
analysis regarding the limitation of the net operating losses and credit carryovers and have considered the annual limitation when
determining the amount available for utilization in the current year.

We recognize and measure benefits for uncertain tax positions using a two-step approach. The first step is to evaluate the tax
position taken and expected to be taken in a tax return by determining if the weight of available evidence indicates that it is more
likely than not that the tax position will be sustained upon audit, including resolution of any related appeals or litigation processes.
For tax positions that are more likely than not to be sustained upon audit, the second step is to measure the tax benefit as the largest
amount that has more than a 50% chance of being realized upon settlement. Significant judgment is required to evaluate uncertain tax
positions. We evaluate uncertain tax positions on a quarterly basis. The evaluations are based upon a number of factors, including
changes in facts or circumstances, changes in tax law, correspondence with tax authorities during the course of audits and effective
settlement of audit issues. Changes in recognition or measurement of uncertain tax positions could result in material increases or
decreases in our income tax expense in the period such changes occur, which could have a material impact on our effective tax rate
and operating results.

Segment Reporting

Our management has determined that we operate in one business segment which is the development and commercialization
of pharmaceutical products.

Results of Operations
Comparison of Years Ended December 31, 2012 and 2011
Product Sales, Net

Net product sales for the years ended December 31, 2012 and 2011 were $62.4 million and $21.5 million, respectively, an
increase of $40.9 million, or 190.2%. The increase in 2012 reflects higher demand for DIFICID, as well as a full year of sales.
DIFICID was launched in July 2011.

Contract Revenue

Contract revenue for the years ended December 31, 2012 and 2011 was $39.1 million and $122.7 million, respectively, a
decrease of $83.6 million. Contract revenue is generated from collaboration partners and includes up-front and milestone payments,
product sales and royalties. In 2011, contract revenue included a $69.2 million up-front payment from APEL and a $53.5 million
milestone upon EMA approval of DIFICLIR. Contract revenue in 2012 included a $20.0 million up-front license payment from
Astellas Japan, a 10.0 million Euro milestone payment from APEL in association with the first commercial sale of DIFICLIR in an
APEL territory, inventory shipments to our collaboration partners and royalty income from APEL.

Costs and Expenses

Cost of Product Sales. Cost of product sales for the years ended December 31, 2012 and 2011 was $5.5 million and $1.5
million, respectively, an increase of $4.0 million. The increase was due to higher product sales for the year ended December 31, 2012.
Additionally, a significant portion of the cost of DIFICID sold during the year ended December 31, 2011 was recorded as research and
development expense when manufactured in the first quarter of 2011, as DIFICID had not been approved by the FDA at that time.

Cost of Contract Revenue. Cost of contract revenue for the years ended December 31, 2012 and 2011 was $6.5 million and
$7.6 million, respectively, a decrease of $1.1 million. The decrease was due to lower royalty expense associated with lower contract
revenue in 2012 as compared to 2011. '
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Research and Development Expense. Research and development expense for the years ended December 31, 2012 and 2011
was $45.2 million and $43.1 million, respectively, an increase of $2.1 million. The increase was primarily due to higher health
economics and outcomes research and pharmacovigilance expenses in 2012. We also incurred expenses related to our prophylaxis
and pediatric clinical trials, which began in 2012. This increase was partially offset by lower material costs associated with DIFICID
production prior to FDA approval in 2011 and the combined impact of the deconsolidation of OBI and the addition of our Canadian
subsidiary.

Selling, General and Administrative Expense. Selling, general and administrative expense for years ended December 31,
2012 and 2011 was $112.0 million and $80.6 million, respectively, an increase of $31.4 million. The increase primarily was due to our
commercialization efforts for DIFICID which included a full year of expense in 2012 and the combined impact of the deconsolidation
of OBI and the addition of Optimer Canada. We also incurred higher compensation expense and higher legal and facilities expenses.

Co-promotion Expenses with Cubist. Co-promotion expenses with Cubist for the years ended December 31, 2012 and 2011
were $23.2 million and $6.6 million, respectively, an increase of $16.6 million. This increase was due to a full year of co-promotion
expenses, and included the year-one sales target bonus and gross profit share on sales above the target.

Gain on De-consolidation of OBL The $23.8 million represented the gain on the de-consolidation of OBI. We did not have a
similar gain in the year ended December 31, 2011, as OBI was consolidated for that period. .

Gain on Sale of OBI Shares. The $31.5 million represented the gain on the sale of our equity investment in OBI in the fourth
quarter of 2012.

Equity in Net Loss of OBI. The $1.8 million represented the loss recognized in our investment in OBI using the equity
method from February 2012 through October 2012. We did not have a similar loss in the year ended December 31, 2011, as OBI was
consolidated for that period.

Interest Income and Other, Net. Net interest income and other of $136,000 for the year ended December 31, 2012 was
relatively consistent with the $291,000 for the year ended December 31, 2011.

Net Loss Attributable to Non-controlling Interest. Net loss attributable to non-controlling interest for the years ended
December 31, 2012 and 2011 was $280,344 and $1.9 million, respectively, a decrease of $1.6 million. The decrease was due to the
de-consolidation of OBI in 2012. The $280,344 represented approximately one month of non-controlling interest prior to de-
consolidation of OBI on February 7, 2012.

Comparison of Years Ended December 31, 2011 and 2010
Product Sales, Net

As DIFICID was launched in July, 2011, there were no product sales for the year ended December 31, 2010. Net product
sales for the year ended December 31, 2011 were $21.5 million.

Contract Revenue
As DIFICID was approved and launched in 2011, and there were no commercial collaborations established in 2010, there
were no contract revenues for the year ended December 31, 2010.. Contract revenue for the year ended December 31, 2011 was

$122.8 million. In 2011, contract revenue included a $69.0 million up-front payment from APEL and a $53.6 million milestone upon
EMA approval of DIFICLIR.

Costs and Expenses

Cost of Product Sales. As DIFICID was launched in July 2011, there was no cost of product sales for the year ended
December 31, 2010. Cost of product sales for the year ended December 31, 2011 was $1.5 million.

Cost of Contract Revenue. As DIFICID was approved and launched in 2011, and there were no commercial collaborations
established in 2010, there was no cost of contract revenue for the year ended December 31, 2010. Cost of contract revenue for the
year ended December 31, 2011 was $7.6 million, consisting primarily of royalties to Par.

Research and Development Expense. Research and development expense for the years ended December 31, 2011 and 2010
was $43.1 million and $32.8 million, respectively, an increase of $10.3 million. The increase was primarily due to higher health
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economics and outcomes research, medical affairs, pharmacovigilance and publication expenses, as well are higher research and
development expense by OBI for its Phase 2/3 breast cancer clinical trial. The increase was partially offset by a $5.0 million milestone
payment to Par in 2010 for the successful completion of the second DIFICID Phase 3 trial.

Selling, General and Administrative Expense. Selling, general and administrative expense for the year ended December 31,
2011 and 2010 was $87.1 million and $17.6 million respectively, an increase of $69.5 million. The increase primarily was due to the
establishment of our commercial infrastructure for the launch of DIFICID, as well as a significant increase in related marketing
expenses in 2011. We hired approximately 100 hospital account managers in mid-2011 which significantly increased our
compensation expenses and related personnel costs. In addition, we expensed $6.6 million related to the Cubist service fee as part of
our co-promotion agreement.

Interest Income and Other, Net. Interest income and other, net of $291,000 for the year ended December 31, 2011 was
relatively consistent with the $329,000 for the year ended December 31, 2010.

Liquidity and Capital Resources
Sources of Liquidity

Prior to the launch of DIFICID in July 2011, our operations were financed primarily through the sale of equity securities.
Through December 31, 2012, we received gross proceeds of approximately $333.8 million from the sale of equity securities in various
private and public financing transactions. Since July 2011, we entered into collaboration and license agreements and received a total
of approx1mately $157.8 million from up-front and milestone payments pursuant to the agreements. In the fourth quarter of 2012, we
sold our remaining equity interest in OBI for $60.0 million in gross proceeds. Through December 31, 2012, we had generated $83.9
million of net product sales.

Until required for operations, we invest a substantial portion of our available funds in marketable securities, consisting
primarily of government agency securities. We have established guldehnes relating to diversification and maturities of our
investments to preserve principal and maintain liquidity.

Cash Flows

As of December 31, 2012, cash, cash equivalents and short-term investments totaled approximately $124.0 million, as
compared to $110.6 million as of December 31, 2011, an increase of approximately $13.4 million. The increase in our cash, cash
equivalents and short-term investments was due the receipt of 50.0 million Euros from APEL in June 2012 as a result of attaining
EMA approval and the commercial launch of DIFICLIR in the APEL territories. We also received a $20.0 million up-front license
payment from Astellas Japan pursuant to our collaboration and license agreement and a $1.0 million up-front license payment from
AstraZeneca. In addition, in the fourth quarter, we sold our remaining equity interest in OBI for $60.0 million in gross proceeds.

Although we started selling DIFICID in July 2011, we cannot be certain if, when or to what extent we will receive
meaningful cash inflows from our commercialization activities. We expect our commercialization expenses to be substantial. We also
expect to continue to incur development expenses as we pursue life-cycle management opportunities and build our pipeline.

In December 2012, we entered into a collaboration agreement with AstraZeneca to commercialize fidaxomicin in Latin
America, including Brazil, Central America, Mexico and the Caribbean. Under the terms of the agreement, we received a $1.0 million
up-front payment. We are eligible to receive up to $3.0 million in aggregate milestone payments upon the first commercial sale in
certain countries, and up to $19.0 million in other milestone payments contingent on the achievement of sales-related targets for
fidaxomicin in the territories. We also are entitled to receive payments that provide a return resulting in a double-digit percent of net
sales in the territory under a fidaxomicin supply agreement. ‘

In March 2012, we entered into a collaboration and license agreement with Astellas Japan pursuant to which we granted to
Astellas Japan an exclusive, royalty-bearing license under certain of our know-how and intellectual property to develop and
commercialize fidaxomicin in Japan. Under the terms of the license agreement, Astellas Japan paid to us an up-front fee equal to $20.0
million which we received in April 2012. We also are eligible to receive additional cash payments totaling up to $70.0 million upon
the achievement by Astellas Japan of specified regulatory and commercial milestones. In addition, we are entitled to receive high
single-digit royalties on net sales of fidaxomicin products in Japan above an agreed threshold, which royalties are subject to reduction
in certain, limited circumstances. Such royalties will be payable by Astellas Japan on a product-by-product basis until a generic
product accounts for a specified market share of the applicable fidaxomicin product in Japan. Under the supply agreement, in
exchange for commercial supply of fidaxomicin, Astellas Japan is obligated to pay Optimer Europe a price equal to net sales of
fidaxomicin products in Japan minus a discount that is based on a high double-digit percentage of such net sales and a mark-up to cost
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of goods. This price will be payable by Astellas Japan on a product-by-product basis for commercial supply until a generic product
accounts for a specified market share of the applicable fidaxomicin product in Japan.

In April 2011, we entered into a co-promotion agreement with Cubist pursuant to which we engaged Cubist as our exclusive
partner for the promotion of DIFICID in the United States. Under the terms of the agreement, Cubist and we have agreed to co-
promote DIFICID to physicians, hospitals, long-term care facilities and other healthcare institutions as well as jointly provide medical
affairs support for DIFICID. In exchange for Cubist’s co-promotion activities and personnel commitments, we are obligated to pay a
quarterly fee of approximately $3.8 million to Cubist which we began paying upon the commencement of the DIFICID sales program
in the United States. Cubist also is eligible to receive an additional $5.0 million in the first year after first commercial sale and $12.5
million in the second year after first commercial sale if mutually agreed upon annual sales targets are achieved, as well as a portion of
our gross profits derived from net sales above the specified annual targets, if any. During 2012, we achieved the first year sales target
and paid Cubist $23.2 million, which consisted of $14.7 million in quarterly co-promotion fees, $5.0 million for the year-one sales
target bonus and $3.5 million for Cubist’s portion of the gross profit on net sales above the year-one target. We currently do not
anticipate reniewing the co-promotion agreement when it expires on July 31, 2013, and will evaluate expanding our field force to detail
the hospitals currently covered only by a Cubist representative. :

In June 2011, we entered into a commercial manufacturing services agreement with Patheon to manufacture and supply
fidaxomicin drug products, including DIFICID, in North America, Europe and other countries, subject to agreement by the parties to
any additional fees for such countries. We agreed to purchase a specified percentage of our fidaxomicin product requirements for
North America and Europe from Patheon or its affiliates. '

In February 2011, we entered into a collaboration and license agreement with APEL pursuant to which we granted to APEL
an exclusive, royalty-bearing license under certain of our know-how and intellectual property to develop and commercialize
fidaxomicin in the APEL territories. Under the terms of the license agreement, APEL paid to us an up-front fee of $69.2 million in
March 2011 and we recognized a milestone payment of 40.0 million Euros in December 2011 as the result of APEL attaining EMA
approval of DIFICLIR. APEL paid us 50.0 million Euros in June 2012 which consisted of the 40.0 million Euro approval milestone
payment and a 10.0 million Euro milestone for the first commercial launch of DIFICLIR in the APEL territories. We are eligible to
receive additional cash payments totaling up to 65.0 million Euros upon the achievement by APEL of'specified commercial
milestones. In addition, we are entitled to receive escalating double-digit royalties ranging from the high-teens to low-twenties on net
sales of fidaxomicin products in the APEL territories, which royalties are subject to reduction in certain, limited circumstances. Such
royalties are payable by APEL on a product-by-product and country-by-country basis until a generic product accounts for a specified
market share of the applicable fidaxomicin product in the applicable country. APEL launched DIFICLIR in Europe during the second
quarter of 2012.

In May 2010, we entered into a long-term supply agreement with Biocon Limited, or Biocon, for the commercial
manufacture of fidaxomicin’s active pharmaceutical ingredient, or API. Pursuant to the agreement, Biocon agreed to manufacture and
supply to us, up to certain limits, fidaxomicin API and, subject to certain conditions, we agreed to purchase from Biocon at least a
portion of our requirements for fidaxomicin API in the United States and Canada. We previously paid Biocon $2.5 million for certain
equipment purchases and manufacturing scale-up activities, and we are entitled to recover up to $1.5 million of this amount, under the
supply agreement, in the form of discounted prices for fidaxomicin API. As of December 31, 2012, we had recovered $0.9 million of
the $1.5 million.

We may be obligated to make additional payments to Biocon if we fail to meet minimum purchase requirements, following
Biocon’s dedication of certain manufacturing capacity to the production of fidaxomicin API and if Biocon is unable to manufacture
alternative products with the dedicated capacity. i

In February 2007, we repurchased the rights to develop and commercialize DIFICID in North America and Israel from Par
under a prospective buy-back agreement. We paid Par a $5.0 million milestone payment in June 2010 for the successful completion
of the second pivotal Phase 3 trial for DIFICID. We are obligated to pay Par a 5% royalty on net sales by us, our affiliates or our
licensees of DIFICID in North America and Israel and are obligated to pay a 1.5% royalty on net sales by us or our affiliates of
fidaxomicin in the rest of the world. In addition, in the event we license our right to market fidaxomicin in the rest of the world, we
will be required to pay Par a 6.25% royalty on net revenues received related to fidaxomicin. We are obligated to pay each of these
royalties, on a country-by-country basis, for seven years, commencing on the applicable commercial launch in each such country. In
the year ended December 31, 2012, we paid an aggregate of $8.0 million in royalties to Par:

52



Funding Requirements
Our future capital uses and requirements depend on numerous factors including, but not limited to, the following:

e our ability to successfully market and sell DIFICID in the United States and Canada and the ability of our collaborators
to market other fidaxomicin products in countries outside the United States and Canada;

e the costs of maintaining; growing and managing our commercial infrastructure including our sales and distribution
capabilities and the timing of such efforts;

e our decision to conduct future clinical trials, including the design, timing and progress of such clinical trials;
e our ability to establish and maintain strategic collaborations, including licensing and other arrangements;

o the amount and timing of payments we may receive or be required to make under strategic collaborations, including
licensing, co-promotion and other arrangements; :

e our decision to partner or license fidaxomicin or commercialize fidaxomicin ourselves in countries where we currently
do not have a collaboration partner or our own presence;

e the costs of preparing and pursuing applications for regulatory approvals and the timing of such approvals;

o the costs involved in connection with investigating and responding to governmental inquiries related to the issuance of
OBI shares to Dr. Michael Chang, the potentially improper payment to the research laboratory and certain related matters
described in the Risk Factors and Legal Proceedings sections above, as well as any costs relating to any potential
litigation or enforcement proceedings related thereto;

e the costs involved in prosecuting, enforcing or defending patent claims or other intellectual property rights;
e the extent to which we in-license, acquire or invest in other indications, products, technologies and businesses; and

¢ the ongoing review of strategic alternatives.

We believe that our existing cash and cash equivalents will be sufficient to meet our capital requirements for at least the next
12 months. '

Until we can generate significant cash from our operations, we expect to continue to fund our operations with existing cash
resources, revenues from sales of DIFICID in the United States and Canada and contract revenues from existing and future
collaboration agreements. In addition, we may finance future cash needs through the sale of additional equity securities, new
collaboration agreements or debt financing. However, we may not be successful in completing future equity financings, in entering
into additional collaboration agreements, in receiving milestone or royalty payments under new or existing collaboration agreements
or in obtaining debt financing. In addition, we cannot be sure that our existing cash and investment resources will be adequate, that
financing will be available when needed or that, if available, financing will be obtained on terms favorable to us or our stockholders.

The capital markets continue to be volatile which has generally made equity and debt financing more difficult to obtain, and
may negatively impact our ability to complete financing transactions. Having insufficient funds may require us to delay, scale-back or
eliminate some or all of our planned commercialization activities and development programs or negotiate less favorable terms for
rights to our products or product candidates than we would otherwise choose. Failure to obtain adequate financing also may adversely
affect our ability to operate as a going concern. If we raise funds by issuing equity securities, substantial dilution to existing
stockholders would likely result. If we raise funds by incurring debt, the terms of the debt may involve significant cash payment
obligations as well as covenants and specific financial ratios that may restrict our ability to operate our business.

Off-Balance Sheet Arrangements

We do not have any off-balance sheet arrangements.
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Contractual Obligations

The following table describes our long-term contractual obligations and commitments as of December 31, 2012:

Payments Due by Period
Total Less than 1 year 1-2 years 3-5 years After 5 years
(in thousands) '
Operating lease obligations ....................... $ 22,345 $ 2,333 § 5187 §$ 7,709 $ 7,116

Our facilities currently consist of laboratory and office space in San Diego, California, and office space in Jersey City, New
Jersey. The lease for our San Diego facility expires in August 2022, subject to two, five-year renewal options. The lease for our
facility in Jersey City expires in July 2018, subject to one, five-year renewal option. -

We had firm purchase order commitments for the acquisition of inventory from Biocon and Patheon as of December 31 , 2012
and 2011 of $16.3 million and $1.0 million, respectively.

Pursuant to our co-promotion with Cubist, we are obligated to pay a quarterly fee of $3.8 million ($15.0 million per year)
beginning in July 2011, the commencement of the sale program of DIFICID in the United States. At December 31, 2012,
approximately $7.5 million of the fee remained to be paid.

The contractual obligations table does not include (a) potential future milestone payments to Cempra in the amount of $1.0
million due upon the regulatory approval of each of the first two products we may develop under our licensing agreement with
Cempra in any country which is a member of the Association of Southeast Asian Nations, or ASEAN, or (b) potential future milestone
payments of up to $11.1 million to TSRI due upon achievement of certain clinical milestones, the filing of NDAs or their foreign
equivalents and government marketing and distribution approval. We are required to pay royalties on any net sales of fidaxomicin and
other licensed product candidates. The milestone and royalty payments under our license agreements are not included in the table
above because we cannot, at this time, determine when or if the related milestones will be achieved or the events triggering the
commencement of payment obligations will occur.

Item 7A. Quantitative and Qualitative Disclosures About Market Risk
Cash Equivalents and Marketable Securities Risk

Our cash, cash equivalents and short-term investments as of December 31, 2012 consisted of money market funds and a U.S.
government security. Our primary exposure to market risk is interest rate sensitivity, which is affected by changes in the general level
of U.S. interest rates. The primary objective of our investment activities is to preserve principal while at the same time maximizing
the income we receive from our investments without significantly increasing risk. A hypothetical 10% change in interest rates during
the year ended December 31, 2012 would have resulted in an approximately $18,000 change in net income. Accordingly, we would
not expect our operating results or cash flows to be affected to any significant degree by a sudden change in market interest rates
applicable to our securities portfolio. In general, money market funds are not subject to market risk because the interest paid on such
funds fluctuates with the prevailing interest rate. ’

Our cash, cash equivalents and short-term investments as of December 31, 2011 consisted primarily of money market funds
and United States government instruments and other readily marketable debt instruments. A hypothetical 10% change in interest rates
during the year ended December 31, 2011 would have resulted in approximately a $37,000 change in net loss.

Fair Value Measurements

All of our investment securities are available-for-sale securities and are reported on the consolidated balance sheet at market
value except for one auction rate preferred security, or ARPS, with a par value of approximately $1.0:million. As a result of the
negative conditions in the global credit markets, our ARPS currently is not liquid. In the event we need to access the funds that are in
an illiquid state, we will not be able to do so without a loss of principal, until the securities are redeemed by the issuer or they mature.

Foreign Currency Risk
While we operate primarily in the United States, we are exposed to foreign currency risk. Our agreement with APEL
includes milestone and royalty payments which are denominated in Euros. Our fidaxomicin API manufacturer, Biocon, is located in

India and our manufacturer of fidaxomicin tablets, Patheon, is located in Canada.. Although we pay Biocon and Patheon in U.S.
dollars, changes in the Rupee and the Canadian dollar may result in price adjustments and affect our operating results.
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We established subsidiaries in Canada, Optimer Pharmaceuticals Canada, Inc., or Optimer Canada, and in Luxembourg,
Optimer Luxembourg 2 S.a.r.l., or Optimer Europe, and we expect Optimer Canada’s and Optimer Europe’s transactions to be
denominated primarily in Canadlan dollars and Euros, respectlvely As a result, our financial results could be affected by factors such
as changes in foreign currency exchange rates or weak economic conditions in foreign markets where we conduct business, including
the impact of the existing conditions in the global financial markets in such countries and the impact on both the U.S. dollar, the
Canadian dollar and the Euro.

We do not use derivative financial instruments for speculative purposes. We do not engage in exchange rate hedging or hold
or issue foreign exchange contracts for trading purposes. Currently, we do not expect the impact of fluctuations in the relative fair
value of the other currencies to be material to our results of operations.

Item 8. Financial Statements and Supplementary Data
Our financial statements required by this item are attached to this Report beginning on page 63.
Item 9. Changes in and Disagreements With. Accoimtants on Accounting and Financial Disclosure
None.

Item 9A. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

We maintain disclosure controls and procedures that are designed to ensure that information required to be disclosed in our
reports under the Exchange Act, and the rules and regulations thereunder, is recorded, processed, summarized and reported within the
time periods specified in the SEC’s rules and forms and that such information is accumulated and communicated to our management,
including our chief executive officer and chief financial officer, as appropriate, to allow for timely decisions regarding required
disclosure. In designing and evaluating our disclosure controls and procedures, management recognizes that any controls and
procedures, no matter how well designed and operated, can provide only reasonable assurance of achieving the desired control
objectives, and management is required to apply its judgment in evaluating the cost-benefit relationship of possible controls and
procedures.

As required by Exchange Act Rule 13a-15(b), we carried out an evaluation, under the supervision and with the participation
of our management, including our chief executive officer and chief financial officer, of the effectiveness of the design and operation of
our disclosure controls and procedures as of the end of the period covered by this report. Based on the foregoing, our chief executive
officer and chief financial officer concluded that our disclosure controls and procedures were not effective as of the end of the period
covered by this report because of a material weakness in our internal control over financial reporting related to approval of certain
non-recurring transactions as discussed below. Notwithstanding the existence of the material weakness described below, management
has concluded that the consolidated financial statements included in this report present fairly, in all material respects, our consolidated
financial position, results of operations and cash flows for the periods presented in conformity with U.S. generally accepted
accounting principles.

Internal Control Over Financial Reporting
Management’s Report on Internal Control Over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over financial reporting as defined
in Rules 13a-15(f) and 15d-15(f) under the Exchange Act. Our internal control over financial reporting is a process designed to
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with accounting principles generally accepted in the United States of America.

Our internal control over financial reporting is supported by written policies and procedures that pertain to the maintenance
of records that, in reasonable detail, accurately and fairly reflect the transactions and disposition of our assets, provide reasonable
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance with generally
accepted accounting principles, that our receipts and expenditures are being made only in accordance with authorizations of our
management and our Board or Directors and provide reasonable assurance regarding prevention or timely detection of unauthorlzed
acquisition, use or disposition of our assets that could have a material effect on our financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.
Therefore, even those systems determined to be effective can provide only reasonable assurance with respect to financial statement
preparation and presentation. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls
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may become inadequate because of changes in conditions or that the degree of compliance with the policies or procedures may
deteriorate.

Our management assessed the effectiveness of our internal control over financial reporting as of December 31, 2012. We
based this assessment on criteria for effective internal control over financial reporting described in “Internal Control-Integrated
Framework” issued by the Committee of Sponsoring Organizations of the Treadway Commission. Our assessment included an
evaluation of the design of our internal control over financial reporting and testing of the operational effectiveness of its internal
control over financial reporting. We reviewed the results of our assessment with our Audit Committee.

Based on this assessment, management determined that, as of December 31, 2012, our internal control over financial
reporting was not effective to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with accounting principles generally accepted in the United States of America
because of a material weakness in our internal control over financial reporting related to approval of certain non-recurring
transactions. A material weakness is defined as a deficiency, or combination of deficiencies, in internal control over financial
reporting, such that there is a reasonable possibility that a material misstatement of our annual or interim financial statements will not
be prevented or detected on a timely basis.

Management concluded that a material weakness existed in our internal control over financial reporting related to approval of
certain non-recurring transactions. Management made this determination in February 2013 following a review of our internal control
over financial reporting conducted after the independent members of our Board of Directors determined that further remedial action
should be taken in light of prior compliance, record keeping and conflict-of-interest issues surrounding the potentially improper
payment to a research laboratory and certain related matters.

Ernst & Young LLP, the independent registered public accounting firm that audited our consolidated financial statements
included in this annual report, has issued its report on the effectiveness of our internal control over financial reporting as of
December 31, 2012.

Remediation Efforts to Address Material Weakness

We believe that the steps that we have taken over the past year have remediated the issues that contributed to the material
weakness. These steps included the revision of our corporate authorization policy and other compliance policies, the strengthening of
our approval procedures, the implementation of training and internal audit procedures to make our compliance and monitoring more
comprehensive and changes to our senior management team, concluding with the replacement of our Chief Executive Officer and
General Counsel in February 2013. There is no assurance that the remedial steps we have undertaken will be sufficient and additional
steps may be necessary to remediate the material weakness identified above.

Changes in Internal Control over Financial Reporting

Except as described above, there have been no changes in our internal control over financial reporting in our most recent fiscal
quarter that have materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.
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Report of Independent Registered Public Accounting Firm
REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and
Stockholders of Optimer Pharmaceuticals, Inc.

We have audited Optimer Pharmaceuticals, Inc.’s internal control over financial reporting as of December 31, 2012, based on
criteria established in Internal Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway
Commission (“the COSO criteria”). Optimer Pharmaceuticals, Inc.’s management is responsible for maintaining effective internal
control over financial reporting, and for its assessment of the effectiveness of internal control over financial reporting included in the
accompanying Management’s Report on Internal Control Over Financial Reporting. Our responsibility is to express an opinion on the
Company’s internal control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether effective internal
control over financial reporting was maintained in all material respects. Our audit included obtaining an understanding of internal
control over financial reporting, assessing the risk that a material weakness exists, testing and evaluating the design and operating
effectiveness of internal control based on the assessed risk, and performing such other procedures as we considered necessary in the
circumstances. We believe that our audit provides a reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles. A company’s internal control over financial reporting includes those policies and procedures that
(1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the
assets of the company; (2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial
statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the company are being
made only in accordance with authorizations of management and directors of the company; and (3) provide reasonable assurance
regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the Company’s assets that could have a
material effect on the financial statements. '

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also,
projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of
changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

A material weakness is a deficiency, or combination of deficiencies, in internal control over financial reporting, such that
there is a reasonable possibility that a material misstatement of the company’s annual or interim financial statements will not be
prevented or detected on a timely basis. The following material weakness has been identified and included in management’s
assessment. Management has identified a material weakness related to approval of certain non-recurring transactions. We also have
audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the consolidated
balance sheets of Optimer Pharmaceuticals, Inc. as of December 31, 2012 and 2011, and the related consolidated statements of
operations, comprehensive income (loss), stockholders’ equity, and cash flows for each of the three years in the period ended
December 31, 2012. This material weakness was considered in determining the nature, timing and extent of audit tests applied in our
audit of the 2012 financial statements and this report does not affect our report dated March 18, 2013, which expressed an unqualified
opinion on those financial statements.

In our opinion, because of the effect of the material weakness described above on the achievement of the objectives of the
control criteria, Optimer Pharmaceuticals, Inc. has not maintained effective internal control over financial reporting as of December
31, 2012, based on the COSO criteria.

/s/ Emnst & Young LLP
San Diego, California i
March 18, 2013
Item 9B. Other Informaﬁon

None.
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PART II1

Certain information required by Part III is omitted from this report because we will file a definitive proxy statement within
120 days after the end of our fiscal year ended December 31, 2012 pursuant to Regulation 14A, or the Proxy Statement, for our annual
meeting of stockholders to be held on May 8, 2013, and certain information included in the Proxy Statement is incorporated herein by
reference. :
Item 10. Directors, Executive Officers and Corporate Governance

We have adopted a Code of Business Conduct and Ethics, or the Code, that applies to all officers, directors and employees.

The Code is available on our website at www.optimerpharma.com. If we make any substantive amendments to the Code of Business
Conduct and Ethics or grant any waiver from a provision of the Code to any executive officer or director, we will promptly disclose
the nature of the amendment or waiver on our website. We will promptly disclose on our website (i) the nature of any-amendment to
the policy that applies to our principal executive officer, principal financial officer, principal accounting officer or controller, or
persons performing similar functions and (ii) the nature of any waiver, including an implicit waiver, from a provision of the policy that
is granted to one of these specified individuals, the name of such person who is granted the waiver and the date of the waiver.

The other information required by this item will be set forth in the Proxy Statement and is incorporated in this report by
reference.

Item 11. Executive Compensation

The information required by this item will be set forth in the Proxy Statement and is incorporated in this report by reference.
Item 12. Security Ownership of Certain Beneficial Owners and Management and Related ‘Sto'ckholder Matters
The information required by this item will be set forth in the Proxy Statement and is incorporated in this report by reference.
Item 13. Certain Relationships and Related Transactions, and Director Independence |
The information required by this item will be set forth in the Proxy Statement and is incorporated in this report by reference.
Item 14. Principal Accounting Fees and Services |
The information required by this item will be set forth in the Proxy Statement and is incorporated in this report by reference.
PART IV |
Item 15. Exhibits, Financial Statement Schedules
1. Financial Statements
See Index to Consolidated Financial Statements in Item 8 of this report.
2. Financial Statement Schedules
None

3. Exhibits
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Exhibit No.

3.1
32
33

4.1
4.2

10.1
10.2
10.3
104
10.5
10.6
10.7
10.8
10.9
10.10
10.11
10.12
10.13
10.14
10.15
10.16
10.17
10.18
10.19
10.20
10.21
10.22

10.23
10.24

10.25
10.26
10.27

10.28
10.29

10.30

10.31

)]
@
(16)

3)
@1

(1)*
(1)*
(1)*
(I
(I
1+
It
(1)+
(10)+
@+
)
(5)*
5)*
(6)+
@&+
(7*
&)+
(13)+
(¢)]
(3)
9)*
9*

(13)
(11

(n*
(11)
(1*

(an+
(12)

(12)
(14)

Description of Document

Optimer Pharmaceuticals, Inc. Amended and Restated Certificate of Incorporation.

Amended and Restated Bylaws of Optimer Pharmaceuticals, Inc.

Certificate of Amendment of the Amended and Restated Certificate of Incorporatlon of Optimer
Pharmaceuticals, Inc.

Common Stock Certificate of Optimer Pharmaceuticals, Inc.

Stockholder Protection Rights Agreement, dated as of February 26, 2013, between Optimer
Pharmaceuticals, Inc. and American Stock Transfer & Trust Company, LLC, as Rights Agent, including
as Exhibit A the forms of Rights Certificate and of Election to Exercise and as Exhibit B the form of
Certificate of Designation and Terms of the Participating Preferred Stock of the Company.

Master Services Agreement between Optimer Pharmaceuticals, Inc. and Advanced Biologics, LLC
(subsequently INC Research, Inc.), dated November 16, 2005, as amended.

License Agreement between Optimer Pharmaceuticals, Inc. and The Scripps Research Institute, dated
July 23, 1999.

License Agreement between Optimer Pharmaceuticals, Inc. and The Scripps Research Institute, dated
May 30, 2001.

Form of Employee Proprietary Information Agreement of Optimer Pharmaceuticals, Inc.

Offer letter between Optimer Pharmaceuticals, Inc. and Sherwood L. Gorbach, dated October 6, 2005.
Form of Indemnification Agreement between Optimer Pharmaceuticals, Inc. and its directors and
officers.

1998 Stock Plan of Optlmer Pharmaceuticals, Inc.

Stock Plan Stock Option Agreement of Optimer Pharmaceuticals, Inc.

2006 Equity Incentive Plan of Optimer Pharmaceuticals, Inc., as amended.

Employee Stock Purchase Plan of Optimer Pharmaceuticals, Inc., as amended.

Prospective Buy-Back Agreement between Optimer Pharmaceuticals, Inc. and Par Pharmaceutical, Inc.,
dated January 19, 2007.

Collaboration Research and Development and License Agreement between Optimer

Pharmaceuticals, Inc. and Cempra Pharmaceuticals, Inc., dated March 31, 2006, as amended.
Intellectual Property Assignment and License Agreement between Optimer Pharmaceuticals, Inc. and
Optimer Biotechnology, Inc., dated October 30, 2009.

Offer letter between Optimer Pharmaceuticals, Inc. and Pedro Lichtinger, dated May S, 2010.

Offer letter between Optimer Pharmaceuticals, Inc. and Kurt Hartman, dated November 12, 2010.
API Manufacturing and Supply Agreement between Optimer Pharmaceuticals, Inc..and Biocon Limited,
dated May 18, 2010.

Offer letter between Optimer Pharmaceuticals, Inc. and Linda Amper, dated January 18, 2011.
Optimer Pharmaceuticals, Inc. Amended and Restated Severance Benefit Plan.

‘Amendment to API Manufacturing and Supply Agreement between Optimer Pharmaceuticals, Inc. and

Biocon Limited, dated December 21, 2010.

Office Lease between Optimer Pharmaceuticals, Inc. and 101 Hudson Leasing Associates, dated
February 9, 2011.

Collaboration and License Agreement between Optimer Pharmaceuticals, Inc. and Astellas Pharma
Europe Ltd., dated February 2, 2011.

Supply Agreement between Optimer Pharmaceuticals, Inc. and Astellas Pharma Europe Ltd., dated
February 2, 2011.

Optimer Pharmaceuticals, Inc. Incentive Compensation Plan.

Amendment Agreement between Optimer Pharmaceuticals, Inc. and Astellas Pharma Europe Ltd.,
dated March 29, 2011. I
Co-Promotion Agreement between Optimer Pharmaceuticals, Inc. and Cubist Pharmaceutlcals Inc.,
dated April 5, 2011.

First Amendment to Lease between Optimer Pharmaceuticals, Inc. and 101 Hudson Leasing Associates,
dated May 4, 2011.

Manufacturing Services Agreement between Optimer Pharmaceuticals, Inc. and Patheon Inc., dated
June 1, 2011.

2006 Equity Incentive Plan Form of Notice of Grant of Restricted Stock Units.

Second Amendment to Lease between Optimer Pharmaceuticals, Inc. and 101 Hudson Leasing
Associates, dated July 5, 2011.

Third Amendment to Lease between Optimer Pharmaceuticals, Inc. and 101 Hudson Leasing
Associates, dated September 30, 2011.

Lease Agreement between Optimer Pharmaceuticals, Inc. and ARE-SD Region No. 33, LLC, dated
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December 15, 2011.

10.32 (15)* Collaboration and License Agreement between Optimer Pharmaceuticals, Inc. and Astellas Pharma Inc.,
dated March 29, 2012.
10.33 (15)* Supply Agreement between Optimer Luxembourg 2 S.a.r.1. and Astellas Pharma Inc., dated March 29,
2012.
10.34 (15) Letter of Agreement between Optimer Pharmaceuticals, Inc. and Optimer Biotechnology, Inc. dated
January 31, 2012,
10.35 (16)+ Optimer Pharmaceuticals, Inc. 2012 Incentive Plan.
10.36 an+ Offer letter between Optimer Pharmaceuticals, Inc. and Stephen W. Webster dated May 30, 2012.
10.37 (18)* Second Amendment to API Manufacturing and Supply Agreement between Optimer Pharmaceuticals,
Inc. and Biocon Limited, dated May 20, 2011.
10.38 (18)+ Form of Option Grant Notice and Agreement under 2012 Equity Incentive Plan.
10.39 (18)+ Form of Employee Restricted Stock Unit Notice and Agreement under 2012 Equity Incentive Plan.
10.40 (18)+ Form of Director Restricted Stock Unit Notice and Agreement under 2012 Equity Incentive Plan.
10.41 (19) First Amendment to Collaboration and License Agreement between Optimer Pharmaceuticals, Inc. and
Astellas Pharma Europe, Ltd., dated September 6, 2012.
10.42 19 Third Amendment to API Manufacturing and Supply Agreement between Optimer Pharmaceuticals, Inc.
and Biocon Limited, dated September 10, 2012.
10.43 (20)+ Optimer Pharmaceuticals, Inc. 2012 Equity Incentive Plan, as amended, dated November 2, 2012
10.44 Stock Purchase Agreement by and among Optimer Pharmaceuticals, Inc. and certain investors listed
therein dated October 5, 2012.
1045 * Supplemental Agreement Regarding Intellectual Property Assignment and License Agreement by and
between Optimer Pharmaceuticals, Inc. and Optimer Biotechnology, Inc. dated October 19, 2012.
10.46 + Separation Agreement between Optimer Pharmaceuticals, Inc. and Gregory Papaz dated January 22,
2013.
10.47 Q@)+ Letter Agreement, dated February 26, 2013, by and between Pedro Lichtinger and Optimer
Pharmaceuticals, Inc.
10.48 QD+ Letter Agreement, dated February 26, 2013, by and between Kurt Hartman and Optimer
Pharmaceuticals, Inc.
10.49 + Separation Agreement between Optimer Pharmaceuticals, Inc. and Kurt Hartman executed March 2,
2013.
21.1 Subsidiaries of Optimer Pharmaceuticals, Inc.
23.1 Consent of Independent Registered Public Accounting Firm.
31.1 Certification of principal executive officer required by Rule 13a-14(a) or Rule 15d-14(a).
31.2 Certification of principal financial officer required by Rule 13a-14(a) or Rule 15d-14(a).
32 Certification by the Chief Executive Officer and the Chief Financial Officer of Optimer

Pharmaceuticals, Inc., as required by Rule 13a-14(b) or 15d-14(b) and Sectlon 1350 of Chapter 63 of
Title 18 of the Umted States Code (18 U.S.C. 1350).

101.INS XBRL Instance Document

101.SCH XBRL Taxonomy Extension Schema Document
101.CAL XBRL Taxonomy Extension Calculation Linkbase Document

101.DEF XBRL Taxonomy Extension Definition Linkbase Document
101.LAB XBRL Taxonomy Extension Label Linkbase Document

101.PRE XBRL Taxonomy Extension Presentation Linkbase Document

+ Indicates management contract or compensatory plan. :

* Confidential treatment has been granted with respect to certain portions of this exhibit. Omitted portions have been filed

separately with the Securities and Exchange Commission.

(€)) Filed with Registrant’s Registration Statement on Form S-1 on November 9, 2006.

) Filed with Registrant’s Amendment No. 3 to Registration Statement on Form S-1 on January 22, 2007.
3) Filed with Registrant’s Amendment No. 4 to Registration Statement on Form S-1 on February 5, 2007.
“ Filed with the Registrant’s Current Report on Form 8-K on September 18, 2007.

) Filed with the Registrant’s Quarterly Report on Form 10-Q on November 3, 2009.

©) Filed with the Registrant’s Current Report on Form 8-K on May 6, 2010.

(¥] Filed with the Registrant’s Quarterly Report on Form 10-Q on August 4, 2010.

) Filed with the Registrant’s Annual Report on Form 10-K on March 10, 2011.

) Filed with the Registrant’s Quarterly Report on Form 10-Q on May 6, 2011.

(10) Filed with the Registrant’s Current Report on Form 8-K on June 10, 2011.

11 Filed with the Registrant’s Quarterly Report on Form 10-Q on August 4, 2011.

(12) Filed with the Registrant’s Quarterly Report on Form 10-Q on November 3, 2011.

(13) Filed with the Registrant’s Current Report on Form 8-K on February 13, 2012.

(14) Filed with the Registrant’s Annual Report on Form 10-K on March 8, 2012.
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(15)
(16)
17
(18)
(19)
(29
@n

Filed with the Registrant’s Quarterly Report on Form 10-Q on May 10, 2012.
Filed with the Registrant’s Current Report on Form 8-K on May 10, 2012.

Filed with the Registrant’s Current Report on Form 8-K on June 5, 2012.

Filed with the Registrant’s Quarterly Report on Form 10-Q on August 3, 2012.
Filed with the Registrant’s Quarterly Report on Form 10-Q on November 2, 2012.
Filed with the Registrant’s Current Report on Form 8-K on November 7, 2012.
Filed with the Registrant’s Current Report on Form 8-K on February 27, 2013.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this report
to be signed on its behalf by the undersigned, thereunto duly authorized.

OPTIMER PHARMACEUTICALS, INC.

Dated: March 18, 2013 By: /s/ Henry A. McKinnell
Name: , Henry A. McKinnell
Title: Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed by the following persons on behalf of
the registrant and in the capacities and on the dates indicated:

Signature » Title Date

/s/ HENRY A. MCKINNELL  Chief Executive Officer and Chairman (Principal Executive Officer) March 18, 2013
Henry A. McKinnell

/s/ STEPHEN W. WEBSTER  Chief Financial Officer (Principal Accounting and Financial Officer) March 18, 2013
Stephen W. Webster

/s/ ANTHONY E. ALTIG Director March 18,2013

Anthony E. Altig
/s MARK AUERBACH Director March 15, 2013
Mark Auerbach
/s/ JOSEPH Y. CHANG Director March 15, 2013

Joseph Y. Chang

/s/ PETER E. GREBOW Director March 15, 2013
PETER E. GREBOW

/s/ STEPHEN L. NEWMAN Director March 15, 2013
Stephen L. Newman :

/s/ ROBERT L. ZERBE Director March 15,2013
Robert L. Zerbe
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and
Stockholders of Optimer Pharmaceuticals Inc.

We have audited the accompanying consolidated balance sheets of Optimer Pharmaceuticals, Inc. as of December 31, 2012
and 2011, and the related consolidated statements of operations, comprehensive income (loss), stockholders’ equity and cash flows for.
each of the three years in the period ended December 31, 2012. These financial statements are the responsibility of the Company’s
management. Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable
basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated financial
position of Optimer Pharmaceuticals, Inc. at December 31, 2012 and 2011, and the consolidated results of its operations and its cash
flows for each of the three years in the period ended December 31, 2012, in conformity with U.S. generally accepted accounting
principles.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States),
Optimer Pharmaceuticals, Inc.’s internal control over financial reporting as of December 31, 2012, based on criteria established in
Internal Control—Integrated Framework issued by the Committee of Sponsoring Orgamzatlons of the Treadway Commission and our
report dated March 18, 2013 expressed an adverse opinion thereon.

/s/ ERNST & YOUNG LLP

San Diego, California
-March 18, 2013
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Optimer Pharmaceuticals, Inc.
Consolidated Balance Sheets

ASSETS
Current assets:

Cash and cash eQUIVAIENES.......c..ovecriiiirimerneenistsse et
ShOTE-tEITN INVESTMENES ....veevueerreirreerreerreerseesseresiiorsessrsssssessessssassesssssssarsssssotessssesssessasssasonssas
Trade accounts FECEIVADIE, TIEL ......vevevereeraseseeeeeererenretsietsasressstss s ssesssbe st susbsbs s anannassssass
Accounts receivable, OthET ........oveieerneciereiin et nnens
INVENLOTY ..ucvererrerceritiesresnesesnesesessssssssssessssussassnsssanassanes eetreeeeresereeeessreesesaeestreenaneaernaenaes
Prepaid expenses and Other CUITENE 8SSELS ......coccuiiimrririiniitnietinisistt st
TOLAL CUITENE ASSELS 1.ucueuruererereserersssererrrnnsisssassssissotetseeseasseaias s s s s s b s ettt
Property, equipment and Other, MEt ..o
Long-term investment............o...... eeeeresaeueraeuereteuetotasenotes A et as e R st s e s re et a AR R b nas
Deferred tax assets, NON-CUITENL.........ccocerueirreinerresnesssesscsstosemssisisisasssnssnes evierreeerenteessneaessnns
OO ASSELS ..vverveeeervereereeereeseessesseesersessasssasasssssesatossassessresnsstsstastasssasesostsitistesisessiessasasasosssess
TOLAL ASSELS .. vrvereesesseessessesreseseaseeessessssssasssassessesasesssassesssassessbsessassssssassssssasansssssetsssessssisssssasassns

LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:

Accounts payable...........cccoiiiriiennieisnenenns eteeveereeseesteseereteaeabaeRt et eeeserab e st s nssresan et b asas
ACCTUEH LIADIIITIES 1evveeerereeeerirreeeeesesserneseresesestesssessstsssssssssssrassssssareesessasssovssssssssaasssasusones
DEfEITEA TEVEIUE. ... veeeeeeeeereeereeesseseeesersessasssssaassestessesstsstessessnsssassrestssstassesstesssssssssssnssassases
Total CUITENT LHADIIITIES . .e.veeeeereerriereseereraessesseeseessesseeseessessnesssssssvasssastsasssestassissnssssssasasanssesases
DEEEITEA TENt evvvrveeeveevsessessesssesseresessesssssssssassassesssssasssssscacsetaesetaststassssassersssasssstasssensrasasssssssas
Income taxes payable, MON-CUITEIE .......ceuerrereereeseresssersssisisesm i ssasssssnetsetsestasnsssasasastssassnses
Commitments and CONLINZENCIES .....cccoviriiririirismamirsrsretrererrs st sttt e

Stockholders’ equity:

“Preferred stock, $0.001 par value, 10,000,000 shares authorized and no shares issued and

outstanding at December 31, 2012 and 2011, respectively

Common stock, $0.001 par value, 150,000,000 shares and 75,000,000 shares authorized at
December 31, 2012 and December 31, 2011, respectively, 47,791,531 shares and
46,689,951 shares issued and outstanding at December 31, 2012 and 2011,

TESPECHIVELY c.vvocueiriiiiuisieraiac sttt e
Additional paid-in Capital ..........coiururiierntiesnn
Accumulated other comprehensive income (10SS) .....ocevererecencisenniinninimiiniensnis e
ACCUMUIALEA AEFICKE veveeeeereirreeeerrerieereertertesererestessessesnsbesssnesbe st ro s st snssabsassnssnennsenssssans

Total Optimer Pharmaceuticals, Inc. stockholders’ equity

NON-CONLTOING INLETESE ....ecvevreerevreisiaiinasserssssssresi ettt st aes
Total StOCKNOIAETS® EQUILY ...veveueererereenieriisnererete sttt sttt st
Total liabilities and StoCKhOIAErs” EQUILY .....ccccovvimiiiiriersrmseerenereiiiieis it sesenesnsianes

See accompanying notes.
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December 31,
2012 2011
$ 119,444,586 $ 31,787,512
4,556,329 78,791,066
7,119,089 6,563,645
2,391,071 52,289,290
15,061,771 3,947,380
3,442,717 3,781,830
152,015,563 177,160,723
4,338,720 2,590,715
820,000 882,000
890,843 —
1,362,196 1,389,734
$ 159,427322 $ 182,023,172
$ 7,166,127 $ 9,860,462
19,165,362 21,447,544
456,250 —
26,787,739 31,308,006
938,520 151,141
890,843 —
47,792 46,690
382,277,671 358,895,471
464,170 (46,725)
(251,979,413) (214,992,783)
130,810,220 143,902,653
— 6,661,372
130,810,220 150,564,025

$ 159,427,322 § 182,023,172




Optimer Pharmaceuticals, Inc.
Consolidated Statements of Operations

Years Ended December 31,
2012 2011 2010

Revenues:

Product SAlEs, NEL .........ccevvieeeniieiceieeiieeeeeee e eeeeeeeeeeeesessessesesseesseneseoans $ 62,417,155 21,511,037 -

CODITACE TEVENMUE .....ooveerereieneriiee et eeeeeeesesesesassretassesseesasassenses 39,112,168 122,749,000 —

OBBET ..ottt ettt s e e et e b esas e eesenas 2,106 718,336 1,480,362

TOtal TEVENUES ..ottt e eseaes 101,531,429 144,978,373 1,480,362

Cost and expenses:

CoSt Of PrOQUCT SALES .......eeveeieeieetct e te e et e e 5,486,239 1,525,798 —

Cost Of CONIACE TEVENUE ...t e e e e es s 6,462,939 7,584,353 —

Research and development................cooueueeiimeeeeeeereeeeeeeeee e e enns 45,202,722 43,085,307 32,797,672

Selling, general and admMiNISIrAtIVE .........ccceveeevreeeeeereeeeeeeseereeeeeesenns 112,025,724 80,574,336 17,550,883

Co-promotion expenses With CubiSt.............cccoveveereerererrerereeeseserenns 23,190,629 6,569,921 —

Total OPErating EXPENSES.......cuoevvueeeiriirreeereereseereereeeeereressesessesssoses 192,368,253 139,339,715 50,348,555

Income (10sS) from OPEIations ............c.eevvieieeeeerireeeerereseeeseereeeseessessesens (90,836,824) 5,638,658 (48,868,193)
Gain on de-consolidation 0f OBL.........c.ccoeueveeiereeieereeeeeresseeeessssssssons 23,782,229 — —
Gain of sale Of OBI Shares .............coovveviivuieiveeeeceeereeeeeeeeeeeeessereene s 31,500,606 — —
Equity in net 10SS OF OB ........coovevirieiiieiiieeieeeeseeeseseeeeressssenssssesesserenons (1,849,254) — —
Interest income and Other, NEt........c.ooveveeeeeeeeeeeeeereeeeeee e e eeeeeresseesr s 136,269 290,870 329,290
Consolidated net iNCOME (1088) ....veveverivieririeieireiirireerererereseeeeseseesssesesens (37,266,974) 5,929,528 (48,538,903)
Net loss attributable to noncontrolling interest .............ocoveeeeeeeeerresssrenenns 280,344 1,892,096 1,199,161
Net income (loss) attributable to Optimer Pharmaceuticals, Inc............... $ (36,986,630) 7,821,624 (47,339,742)
Net income (loss) per share attributable to Optimer Pharmaceuticals, Inc.

common StOCKhOIAETS = BASIC.........c.cucveviieiiiecetee oo eeeseeeeanns $ (0.78) 0.17 (1.25)
Net income (loss) per share attributable to Optimer Pharmaceuticals, Inc.

common stockholders - diluted............................. rereearereae e r e s nns $ (0.78) 0.17 (1.25)
Shares used to compute net income (loss) per share attributable to

common StOCKNOIAETS - DASIC .......cvevvevieeeeeeeiereeee e eeeeee et eereereeseessnenes 47,331,510 45,622,168 37,830,452
Shares used to compute net income (loss) per share attributable to :

common stockholders = diluted.........c..oovecveeireereereereeceeereeeeeereseeseneens 47,331,510 46,500,269 37,830,452

See accompanying notes.
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Optimer Pharmaceuticals, Inc.
Consolidated Statements of Comprehensive Income (Loss)

Years Ended December 31,
2012 2011 2010
Consolidated net income (l0SS) .....ovcerveririreriniermnresiesiseiteriensrsisastaseesans $ (37,266,974) $ 5,929,528 §  (48,538,903)
Other comprehensive income (loss):
Change in foreign currency translation adjustment.........c.oooovneeenenne (78,320) (594,553) 419,516
Unrealized gains (losses) on securities:
Unrealized gains (losses) during period, net of tax........cooceenevenencens 589,215 119,789 (3,020)
Reclassification adjustment for net gains included in net income .... — — —
Net unrealized gains (10sSes) O SECUIILIES....c.vevevrerueriiiiiinnnrininanas 589,215 119,789 (3,020)
Total other comprehensive inCOme (10S8) ....vvumrrvereiserissiciiminninness 510,895 (474,764) 416,496

Total comprehensive inCome (I0SS) w....veumeeeeeuemsiiusimmmnsiniinissssseiseensiiine $ (36,756,079) $ 5454764 $ (48,122,407)

See accompanying notes.
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Optimer Pharmaceuticals, Inc.
Consolidated Statements of Stockholders’ Equity

Accumulated
Other
Common Stock Additional Paid- Comprehensive Accumulated Non-controlling
Shares Amount in-Capital Income (Loss) Deficit Interest Total
Balance at December 31, 2009..... 33,139,373 § 33,139 $ 205,114914  § 38,063 $ (175,474,665) $ 3,040,156 $ 32,751,607
Issuance of common stock upon exercise of options....... 552,253 552 1,171,550 — — — 1,172,102
Issuance of common stock during the public offerings, net
........ . 4,887,500 4,888 51,203,837 e — — 51,208,725
Issuance of common stock pursuant to employee stock
PUIChASE PIAN .....oeeerrnr et eee et se s e 49,077 49 422,481 — — — 422,530
Issuance of common stock for consulting services.......... 585,762 586 3,377,331 — — — 3,377,917
Compensation expense related to grants of consultant stock
options and aWards............ccueerrivrrnererrerecsosiennieneens 65,000 65 2,121,984 — — — 2,122,049
Employee stock-based compensation..... — — 4,253,635 — — — 4,253,635
Unrealized loss on short-term investment ....................... — — — (3,020) — — (3,020)
Foreign currency translation adjustment ......................... — — — 263,807 — 155,709 419,516
NELIOSS «.voeiitietrceceenecaeeee sttt va s — — — — (47,339,742) (1,199,161) (48,538,903)
Balance at December 31, 2010 . 39,278,965 39,279 267,665,732 298,850 (222,814,407) 1,996,704 47,186,158
Issuance of common stock upon exercise of options....... 347,803 347 1,858,738 — — — 1,859,085
Issuance of common stock during the public offerings, net
st ereraeresetsanen . 6,900,000 6,900 73,151,057 — — — 73,157,957
Issuance of common stock pursuant to employee stock
purchase plan 71,650 72 640,150 — — — 640,222
Issuance of common stock upon exercise of warrants..... 91,533 92 999,907 — — — 999,999
Issuance of common stock for consulting services and
other....ccoeecrvrernnnnn, — — 2,793,513 — — 491,761 3,285,274
Employee stock-based compensation................ccveeen.... — — 11,786,374 — — — 11,786,374
Sale of subsidiary common stock to non-controiling
Interest..........coevevererrvrnnnnnnas — — — — 6,194,192 6,194,192
Unrealized gain on short-term investment...................... — — — 119,789 — — 119,789
Foreign currency translation adjustment ......................... — — — (465,364) — (129,189) (594,553)
Net income... . .- — — — — 7,821,624 (1,892,096) 5,929,528
Balance at December 31, 201 1......c.couvrervevenrecnniernsnersieeen 46,689,951 46,690 358,895,471 (46,725) (214,992,783) 6,661,372 150,564,025
Issuance of common stock upon exercise of options and
lapse of restricted stock .
units ..... 641,476 641 5,394,112 — - L 5,394,753
Issuance of common stock pursuant to employee stock )
purchase plan ..........c..ccevvvvmrecenrinnenenenesniene 173,844 175 1,486,894 — — — 1,487,069
Issuance of common stock for consulting services and : : : :
other..... . 286,260 286 3,792,710 — — — 3,792,996
Employee stock-based compensation...........c.....coruneeen.. — — 12,708,484 —_ — — 12,708,484
De-consolidation of OBI............. — — — — —_ (6,381,028) (6,381,028)
Net unrealized gain on short-term
investment — — — 589,215 — — 589,215
Foreign currency translation adjustment ......................... — — — (78,320) — — (78,320)
Net loss........ — — — — (36,986,630) (280,344) (37,266,974)
Balance at December 31, 2012............coonveeenee. 47,791,531 $ 47,792 § 382,277,671 §$ 464,170 § (251,979,413) $ — $ 130,810,220

See accompanying notes.

68



Optimer Pharmaceuticals, Inc.
Consolidated Statements of Cash Flows

Years Ended December 31,
2012 2011 2010
Operating activities:
Net income (0SS) ..ceerreerereereeneeereeesseressesisiesaes reeresterrereserr et seeneteaterens - $ (37,266,974) $ 5,929,528 $ (48,538,903)
Adjustments to reconcile net income (loss) to net cash provided (used)
in operating activities: ‘
Depreciation and amortization..........cocevevevieeennniinecisnseencenene 877,205 525,008 306,718
Stock-based cOMPENSAION........cvvruriririiicirrisinnseesrseeesrressresesnsens 12,708,484 11,786,374 6,375,684
Issuance of common stock for consulting services and other ........... 3,792,996 3,285,274 3,377,917
DEfeITEd TEME ...viveveeriieeeeieere e eieete st eeeerestesesaeeesenesessssasstsssssssnssnosnsnesas 787,109 10,003 (112,336)
Deferred tax assets.......... eeereeerreerertesrtereete e et ste e st e e st e R a s nenbean (890,843) — —
Gain on de-consolidation of OBI.........ccccoiiiniininiieivnninniinnninnnnne (23,782,229) — —
Gain on sales 0f OBI Shares.......cccccevvevnvieiiciiiniiiniinsrenneieesitennanene (31,500,606) — —
. Equity in net 10sS 0f OBI ..ot 1,849,254 — —
(Gain) Loss on disposal 0f assets........coevvvrerecreienieniiniiieeneninisieenens (35,401) 21,681 (25,511)
Impairment of long-term SECUTILY .......ccoevrvererereinieienenerinrenesneiennas 62,000 — —
TaX PIOVISION ..evenenrirtriiierniniiisreteirtessessssensssesssestasre s saesessesasnesss (281,147) — —
Changes in operating assets and liabilities:
Trade accounts receivable, NEt........covieerveervernrerecnrernsronienininnns (555,444) (6,563,645) —
Accounts receivable, Other .........ooviveviiireiisererienneenreenreineee 49,679,755 (52,289,290) 30,612
INVEIEOTY «vceievereeeeeernsierieseaeeaeneneessesessasetssesissssessssensnessssesessasanes (11,114,391) (3,947,380) —
Prepaid expenses and other current assets..........coceerveiereerevsseraenens (2,248,356) (3,264,971) (130,612)
OthEr ASSELS ..cuveererreerreeererseeerresseessseeeeeseeesasosseersasssesssesssesssnsssasssns (39,594) (881,544) (9,428)
Accounts payable and accrued €Xpenses.......ooveeieireiennerenisienenens (2,273,493) 26,615,140 (2,958,043)
DEferred TEVEINUES .....cc.vveevvreerrecrreecirerenererereesnessensnsesesssesesssansess 456,250 — —
Income taX payable ........cocceieerrrncecnniciie e 890,843 — —
Net cash used by operating aCtiVities ........ccceververrereernecinsiecesiesiriencnen (38,884,582) (18,773,822) (41,683,902)
Investing activities: .
Purchases of short-term InVEStMENS.......cccccevevieeerverrereeecraressessssnnessaressnnes (3,798,622) (91,279,751) (55,284,340)
Sales or maturities of short-term INVeStMENts........ccccveeeerceecerircereressiuncnnen 68,535,682 42,165,000 46,845,000
Purchases of property and eqUIPMENt ..........ccevveeenrerenvienreerennrneessnsesseees (2,900,588) ' (2,439,718) (305,992)
Proceeds from sale Of fiXed aSSELS .....cccorrrevveriereeerierercnineesesesseesscssnseenenes 83,500 — —
Reduction of cash due to de-consolidation of OBI ..........c.cceerveireinnnennn (4,010,680) - —
Purchase 0f OB SRATS......cccoveiieivveeiieirireeeresrreesssveeressssssssesssressssesesssonss (468,748) — —_—
Proceeds from sale of OBI common StOCK.......ccoceererecuersecierernninnisiveesaenas 61,847,075 — —
Net cash provided (used) by investing activities.........ccouvueresenerersvererrences 119,287,619 (51,554,469) (8,745,332)
Financing activities: ’
Proceeds from sale of common StOCK........coovveeiveecinnrrnercsnenenesnsanisieenenns 6,881,822 76,657,262 52,803,357
Proceeds from sale of subsidiary common stocK ........ccccevevriinnerrnvesinenne — 6,194,192 —
Net cash provided by financing activiti€s .........ccocereereermneesireneresiesriceennens 6,881,822 82,851,454 52,803,357
Effect of exchange rate changes on cash and cash equivalents................. 372,215 (597,575) 433,473
Net increase in cash and cash equivalents.........c.ccocvvniniinieninecrnnnencnns 87,657,074 11,925,588 2,807,596
Cash and cash equivalents at beginning of period ...........ccocevruevireinniinans 31,787,512 19,861,924 17,054,328
Cash and cash equivalents at end of period ........coceevvvveremecincinienieciennncnne $ 119444586 $ 31,787,512 § 19,861,924
Supplemental disclosure of cash flow information:
Purchase of fixed assets by incurring current liabilities...........ccccoerennnneece. $ 571,261 — —

See accompanying notes.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1. Organization and Summary of Significant Accounting Policies

Optimer Pharmaceuticals, Inc. (“Optimer” or the “Company”) is a global biopharmaceutical company focused on
commercializing innovative hospital specialty products. The Company currently markets one product in the United States and
Canada, DIFICID® (fidaxomicin) tablets:. DIFICID is a macrolide antibacterial drug that is approved in the United States for the
treatment of Clostridium difficile-associated diarrhea (“CDAD”) in adults. CDAD is the most common symptom of Clostridium
difficile infection (“CDI”). DIFICID is approved in Canada for the treatment of CDI. Fidaxomicin also is approved in Europe for the
treatment of CDI, where it is marketed by a licensee as DIFICLIR™. Optimer is pursuing commercialization in other territories
through collaboration partners and is progressing with life-cycle management initiatives for fidaxomicin.

Principles of Consolidation

The consolidated financial statements include all the accounts of the Company and its wholly-owned subsidiaries. Prior to
February 7, 2012, Optimer Biotechnology Inc. (“OBI”) was consolidated for financial reporting purposes. All intercompany balances
and transactions have been eliminated in consolidation. During the three month period ending March 31, 2012, the Company reduced
its ownership interest in OBI from a majority interest to a 43% interest. As a result, the Company deconsolidated OBI as of
February 7, 2012 and derecognized the OBI assets, liabilities, and noncontrolling interest from its financial statements. Management
applied deconsolidation accounting guidance, which included analyzing the Company’s investment in OBI at February 7, 2012 to
determine the fair value on the date of deconsolidation and the related gain or loss upon deconsolidation. The Company subsequently
sold OBI in October 2012 (see Note 9).

Use of Estimates

The preparation of financial statements, in conformity with accounting principles generally accepted in the United States,
requires management to make estimates and assumptions that affect the amounts reported in the financial statements and
accompanying notes. Actual results could differ from those estimates.

Cash, Cash Equivalents and Short-term Investments

Investments with original maturities of less than 90 days, at the date of purchase, are considered to be cash equivalents.
Except for one auction rate preferred security (“ARPS”), all other investments are classified as short-term investments which are
deemed by management to be available-for-sale and are reported at fair value, with net unrealized gains or losses reported within other
comprehensive income/(loss). Realized gains and losses, and declines in value judged to be other-than-temporary, are included in
investment income or interest expense. The cost of securities sold is computed using the specific identification method. At
December 31, 2012, cash, cash equivalents and short-term investments totaled approximately $124.0 million.

Concentration of Credit Risk

Financial instruments that potentially subject the Company to a significant concentration of credit risk consist primarily of
cash and cash equivalents and short-term investments. The Company maintains deposits in federally insured financial institutions in
excess of federally insured limits. However, management believes the Company is not exposed to significant credit risk due to the
financial position of the depository institutions in which those deposits are held. Additionally, the Company has established
guidelines regarding diversification of its investments and their maturities, which are designed to maintain safety and liquidity.

The Company’s accounts receivable consist of amounts due from customers for the sales of DIFICID in the United States and
Canada. The following table sets forth the percentage of our gross product sales to distribution customers who represented 10% or
more of gross product sales in 2012 and 2011 and accounts receivable related to such customers for the years ended December 31,
2012 and 2011:

Gross Product Sales Accounts Receivable

2012 2011 2012 2011
AmerisourceBergen Corporation............... 22% 23% 17% 21%
Cardinal Health, Inc..........cccoceevvvivrerernne 36% 43% 39% 30%
McKesson Corporation...........ceceeeeveeenennes 35% 30% 37% 46%
93% 96% 93% 97%
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Accounts Receivable

Trade accounts receivable are recorded net of reserves for estimated prompt-payment discounts, service fee arrangements and
any allowance for doubtful accounts. Reserves for other sales-related allowances such as rebates, distribution and other fees, and
product returns are included in accrued expenses in the Company’s consolidated balance sheets. The allowance for prompt-pay
discounts and service fees was $1.9 million and $1.6 million at December 31, 2012 and 2011, respectively.

Inventory
Inventory is stated at the lower of cost or market. Cost is determined using the first-in, first-out (“FIFO”) method. The

Company reserves for potentially excess, dated or obsolete inventories based on an analysis of inventory on hand compared to
forecasts of future sales. Net inventory consisted of the following, as of the dates indicated:

December 31,
’ 2012 2011
RAW MALETIALS. .......oveviereceeeieeeeeesieeaeteseseeseenesseeesesesssenes $ 9,072,123 § 1,815,696
WOTK IN PrOCESS ....cceerereereiveesvteseeseeeseseneseiseesssisnesseenns 3,552,169 1,321,763
Finished goods .........coceverreiveeninnenrnrnrnerernescreressesseeseens 2,923,541 809,921
' $ 15547833 § 3,947,380
RESEIVES ..ottt et (486,062) —

$ 15,061,771 3 3,947,380

Foreign Currency Translation

The functional currency for the Company’s Canadian subsidiary is the local currency. Assets and liabilities denominated in
foreign currencies are translated using the exchange rates on the balance sheet dates. Net revenues and expenses are translated using
the average exchange rates prevailing during the year. Any translation adjustments resulting from this process are shown separately as
a component of accumulated other comprehensive income (loss) within stockholders’ equity in the consolidated balance sheets.
Foreign currency transaction gains and losses are reported net in the consolidated statements of operations.

Fair Value Measurements

The carrying amount of cash and cash equivalents, accounts receivable, prepaid expenses, other current assets, accounts -
payable and accrued liabilities are considered to be representative of their respective fair values because of the short-term nature of -
those instruments. The fair value of available-for-sale securities is based upon quoted market prices for those securities.

Property and Equipment

Property and equipment, including leasehold improvements, are stated at cost. Depreciation is calculated using the straight-
line method over the estimated useful lives of the assets, generally five years. Leasehold improvements are amortized over the shorter
of their useful lives or the terms of the related leases.

Impairment of Long-lived Assets

Long-lived assets, such as property and equipment, are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount of an asset may not be recoverable. Recoverability of assets to be held and used is
measured by a comparison of the carrying amount of an asset to estimated undiscounted future cash flows expected to be generated by
the asset. If the carrying amount of an asset exceeds its estimated future cash flows, an impairment charge is recognized by the
amount by which the carrying amount of the asset exceeds the fair value of the asset. Assets to be disposed of would be separately
presented in the balance sheet and reported at the lower of the carrying amount or the fair value less costs to sell, and are no longer
depreciated. Assets and liabilities that are part of a disposed group and classified as held for sale would be presented separately in the
appropriate asset and liability sections of the balance sheet. The Company has not recognized any impairment losses through
December 31, 2012. o

Deferred Rent

Rent expense is recorded on a straight-line basis over the term of the lease. The difference between rent expense accrued and
amounts paid under the lease agreement is recorded as deferred rent in the accompanying consolidated balance sheets.
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Income Taxes

Income taxes are accounted for under the asset and liability method. Deferred tax assets and liabilities are recognized for the
future tax consequences attributable to differences between the financial statement carrying amounts of existing assets and liabilities
and their respective tax bases and operating loss and tax credit carryforwards. Deferred tax assets and liabilities are measured using
enacted tax rates expected to apply to taxable income in the years in which those temporary differences are expected to be recovered
or settled. The effect on deferred tax assets and liabilities of a change in tax rates is recognized in income in the period that includes
the enactment date. The Company provides a valuation allowance against net deferred tax assets unless, based upon the available
evidence, it is more likely than not that the deferred tax assets will be realized.

Net Product Sales

DIFICID is available in the United States and Canada through three major wholesalers - AmerisourceBergen Corporation,
Cardinal Health, Inc. and McKesson Corporation - and through regional wholesalers and specialty pharmacies that provide DIFICID
to purchasing customers, such as hospitals, retail pharmacies, long-term care facilities and other purchasing outlets that may dispense
DIFICID. The Company recognizes revenue from product sales when persuasive evidence of an arrangement exists, delivery has
occurred, title has passed to the customer, the price is fixed and determinable, the buyer is obligated to pay the Company, the
obligation to pay is not contingent on resale of the product, the buyer has economic substance apart from the Company, the Company
has no obligation to bring about the sale of the product, the amount of returns can be reasonably estimated and collectability is
reasonably assured. The Company recognizes product sales of DIFICID upon delivery of product to the wholesalers, specialty
pharmacies and certain direct purchasers.

The Company’s net product sales represent total gross product sales in the United States and Canada less allowances for
customer credits, including estimated rebates, chargebacks, discounts and returns. These allowances are established by management as
its best estimate, based on available information, and are adjusted to reflect known changes in the factors that impact such allowances.
Allowances for rebates, chargebacks, discounts and returns are established based on the contractual terms with customers,
communications with customers, as well as expectations about the market for the product and anticipated introduction of competitive
products. Product shipping and handling costs are included in cost of sales.

Product Sales Allowances. The Company establishes reserves for prompt-payment discounts, fee-for-service arrangements,
government and commercial rebates, product returns and other applicable allowances, such as the Company’s hospital discount.
Allowances relate to prompt-payment discounts and fee-for-service arrangement with the Company’s contracted wholesalers and
direct purchase discounts, and are recorded at the time of sale, resulting in a reduction in product sales revenue. Accruals related to
government and commercial rebates, product returns and other applicable allowances are recognizedat the time of sale, resulting in a
reduction in product sales and an increase in accrued expenses.

Prompt-payment Discounts. The Company offers a prompt-payment discount to its customers. Since the Company
expects its customers will take advantage of this discount, the Company accrues 100% of the prompt-payment discount that
is based on the gross amount of each invoice, at the time of sale. The accrual is adjusted quarterly to reflect actual earned
discounts.

Government and Commercial Rebates and Chargebacks. The Company estimates commercial rebates as well as
government-mandated rebates and discounts relating to federal and state programs such as Medicaid, the Veterans’
Administration, or VA, and Department of Defense programs, the Medicare Part D Coverage Discount Program and certain
other qualifying federal and state government programs. The Company estimates the amount of these rebates and
chargebacks based on historical trends for DIFICID. These allowances are adjusted each period based on actual experience.

Medicaid rebate reserves relate to the Company’s estimated obligations to states under statutory “best price”
obligations which also may include supplemental rebate agreements with certain states. Rebate accruals are recorded during
the same period in which the related product sales are recognized. Actual rebate amounts are determined at the time of claim
by the state, and the Company generally will make cash payments for such amounts after receiving billings from the state.

VA rebates or chargeback reserves represent the Company’s estimated obligations resulting from contractual
commitments to sell DIFICID to qualified healthcare providers at a price lower than the list price charged to the Company’s
distributors. A distributor will charge the Company for the difference between what the distributor pays for the product and

' the ultimate selling price to the qualified healthcare provider. Rebate and chargeback accruals are established during the
same period in which the related product sales are recognized. Actual chargeback amounts for Public Health Service are
determined at the tire of resale to the qualified healthcare provider from the distributor, and the Company generally will
issue credits for such amounts after receiving notification from the distributor.
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Although allowances and accruals are recorded at the time of product sale, certain rebates generally will be paid, on
average, in six months or longer after the sale. Reserve estimates are evaluated quarterly and, if necessary, adjusted to reflect
actual results. Any such adjustments will be reflected in the Company’s operating results in the period of the adjustment.

For the year ended December 31, 2012, there were no material adjustments.

Product Returns. The Company’s policy in the United States is to accept returns of DIFICID for six months prior
to, and twelve months after, the product expiration date. The Company’s policy in Canada is to accept returns of DIFICID
for three months prior to, and twelve months after, the product expiration date. The Company permits returns if the product
is damaged or defective when received by its customers. The Company will provide a credit for such returns to customers
with whom it has a direct relationship. Once product is dispensed it cannot be returned, but the Company allows partial
returns in states where such returns are mandated. The Company does not exchange product from inventory for the returned
product.

Allowances for product returns are recorded during the period in which the related product sales are recognized,
resulting in a reduction to product revenue. The Company estimates product returns based upon the sales pattern of
DIFICID, management’s experience with similar products, historical trends in the pharmaceutical industry and trends for
similar products sold by others. '

During the years ended December 31, 2012 and 2011, the provisions for product sales allowances reduced gross
product sales as follows:

2012 2011

Total gross Product SALES .......c.coveeeeeeeeeeeereeereerieeeseeeresessesresessesnsssessnss $ 74,890,803 $ 24,357,200
Returns reserve and alloWances..............vevevvveeieireiieeeneeseeeeeeesesessessennns (1,583,723) (365,358)
Government and commercial rebates and chargebacks........................ (4,947,295) (476,116)
Prompt-pay discounts and fEES ...........c.oueueevivieeeeceieereeeereeessesrene e (5,942,630) (2,004,689)

Product sales alloWanCe...........coueeveveeeeeeieeeeeeeeeereeseeeeeeereeseessrons $ (12473,648) $ (2,846,163)
Total product SAles, NEt..........cueevveeeeeeeceeeeeereeeeserererseeseereseee s $ 62417,155 § 21,511,037
Total product sales allowances as a percent of gross product sales...... 16.7% 11.7%

An analysis of the amount of, and change in, reserves for the years ended December 31,2012 and 2011 is as

follows:
Government
and
Returns Commercial Prompt-pay
Reserve and Rebates and Discounts
Allowances Chargebacks and Fees Total
Balance at January 1, 2011 .......cc.cooevvviinienereeeeennn, $ — 3 — 3 — 3 —
Provisions related to sales in the current year........... 365,358 476,116 2,004,689 2,846,163
Returns and payments...............cceeeeeuecerueeeeeeiivnennnnns — (106,218) (429,403) (535,621)
Balance at December 31, 2011 ..ccooveiivveveeioeeeeveveennn 365,358 369,898 1,575,286 2,310,542
Provisions related to sales in the current year........... 1,583,723 4,988,805 5,953,674 12,526,202
Provisions related to sales made in prior year .......... — (41,510) (11,044) (52,554)
Returns and payments.........c..ooceereveeeveeererersseseesessens (473,957) (3,674,344) (5,629,393) (9,777,694)
Balance at December 31, 2012 .......occocvveiiveeieennn, $ 1475124 $ 1,642,849 $ 1,888,523 $ 5,006,496
Contract Revenue

Under certain of the Company’s licensing and collaboration agreements, it is entitled to receive payments upon the
achievement of contingent milestone events. In order to determine the revenue recognition for contingent milestone-based payments,
the Company evaluates the contingent milestones using the criteria as provided by the Financial Accounting Standards Boards, or
FASB, guidance on the milestone method of revenue recognition at the inception of a collaboration agreement. '

Accdunting Standard Codification (ASC) Topic 605-28, Revenue Recognition — Milestone Method (ASC 605-28),
established the milestone method as an acceptable method of revenue recognition for certain contingent, event-based payments under
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research and development arrangements. Under the milestone method, a payment that is contingent upon the achievement of a
substantive milestone is recognized in its entirety in the period in which the milestone is achieved. A milestone is an event (i) that can
be achieved based in whole or in part on either the Company’s performance or on the occurrence of a specific outcome resulting from
the Company’s performance, (ii) for which there is substantive uncertainty at the date the arrangement is entered into that the event
will be achieved and (iii) that would result in additional payments being due to the Company. The determination that a milestone is
substantive is judgmental and is made at the inception of the arrangement. Milestones are considered substantive when the
consideration earned from the achievement of the milestone is (i) commensurate with either the Company’s performance to achieve
the milestone or the enhancement of value of the item delivered as a result of a specific outcome resulting from the Company’s
performance to achieve the milestone, (ii) relates solely to past performance and (iii) is reasonable relative to all deliverables and
payment terms in the arrangement.

Other contingent, event-based payments received for which payment is either contingent solely upon the passage of time or
the results of a collaborative partner’s performance are not considered milestones under ASC 605-28. In accordance with ASC Topic
605-25, Revenue Recognition — Multiple-Element Arrangements (ASC 605-25), such payments will be recognized as revenue when
all of the following criteria are met: persuasive evidence of an arrangement exists; delivery has occurred or services have been
rendered; the price is fixed or determinable; and collectability is reasonably assured. :

Revenues recognized for royalty payments are recognized as earned in accordance with the terms of various research and
collaboration agreements.

For collaboration agreements with multiple deliverables, the Company recognizes collaboration revenues and expenses by
analyzing each element of the agreement to determine if it is to be accounted for as a separate element or single unit of accounting. If
an element is to be treated separately for revenue recognition purposes, the revenue recognition principles most appropriate for that
element are applied to determine when revenue is to be recognized. If an element is not to be treated separately for revenue
recognition purposes, the revenue recognition principles most appropriate for the bundled group of elements are applied to determine
when revenue is to be recognized. i

Cash received in advance of services being performed is recorded as deferred revenue and recognized as revenue as services
are performed over the applicable term of the agreement. In connection with certain research collaboration agreements, revenues are
recognized from non-refundable up-front fees, that the Company does not believe are specifically tied to a separate earnings process,
ratably over the term of the agreement. Research fees are recognized as revenue as the related research activities are performed.

With respect to revenues derived from reimbursement of direct out-of-pocket expenses for research costs associated with
grants, where the Company acts as a principal, with discretion to choose suppliers, bear credit risk and perform part of the services
required in the transaction, the Company records revenue for the gross amount of the reimbursement. The costs associated with these
reimbursements are reflected as a component of research and development expense in the consolidated statements of operations.

None of the payments the Company has received from collaborators to date, whether recognized as revenue or deferred, is
refundable even if the related program is not successful.

Research and Development

The Company expenses costs related to research and development as incurred. The Company’s research and development
expenses consist primarily of license fees, salaries and related employee benefits, costs associated with clinical trials managed by
contract research organizations and costs associated with non-clinical activities and regulatory approvals. The Company uses external
service providers and vendors to conduct clinical trials, to manufacture supplies of product candidates to be used in clinical trials and
to provide various other research and development-related products and services. Patent application and administrative costs are
recorded as general and administration expenses. :

When non-refundable payments for goods or services to be received in the future for use in research and development
activities are made, the Company defers and capitalizes these types of payments. The capitalized amounts are expensed when the
related goods are delivered or the services are performed.

Reclassifications

The Company has reclassified certain prior period amounts to conform to the current period presentation. Specifically, in its
2011 Consolidated Statements of Operations, the Company now separately identified its co-promotion expenses with Cubist
Pharmaceuticals, Inc. (“Cubist”) from selling, general and administrative expenses. This reclassification has no impact on the net loss

from operations or stockholder’s equity as previously reported.
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Stock-based Compensation

The Company recognizes in its financial statements the share-based payment transactions with employees and consultants
based on their fair value and recognized as compensation expense over the vesting period. Compensation expense of $13.0 million,
$11.8 million and $6.4 million was recognized in the years ended December 31, 2012, 2011 and 2010, respectively.

Employee stock-based compensation expense is estimated as of the grant date based on the fair value of the award and is
recognized as expense over the requisite service period, which generally represents the vesting period. The Company estimates the fair
value of its stock options using the Black-Scholes option-pricing model and the fair value of its stock awards based on the quoted
market price of its common stock. :

Estimating the fair value for stock options requires judgment, including estimating stock-price volatility, expected term,
expected dividends and risk-free interest rates. Due to the Company’s limited history as a commercial entity, the Company used the
historical volatility of comparable companies whose share prices are publicly available to estimate the Company’s options volatility
rate. The average expected term is calculated using the simplified method. Expected dividends are estimated based on the Company’s
dividend history as well as the Company’s current projections. The risk-free interest rate for periods approximating the expected terms
of the options is based on the U.S. Treasury yield curve in effect at the time of grant. These assumptions are updated on an annual
basis or sooner if there is a significant change in circumstances that could affect these assumptions.

'For performance-based stock options and performance-based restricted stock units, the Company begins to recognize the
expense when it is deemed probable that the performance-based goal will be met. The Company evaluates the probability of achieving
performance-based goals on a quarterly basis.

The Company also grants awards to non-employees and determines the fair value of such stock-based compensation awards
granted as either the fair value of the consideration received or the fair value of the equity instruments issued, whichever is more
reliably measurable. If the fair value of the equity instruments issued is used, it is measured using the stock price and other
measurement assumptions as of the earlier of (i) the date at which a commitment for performance by the counterparty to earn the
equity instruments is reached, or (ii) the date at which the counterparty’s performance is completed. Equity instruments issued to non-
employees are periodically revalued as the equity instruments vest and are recognized as expense over the related service period.

Comprehensive Income (Loss)

Comprehensive income (loss) is defined as the change in equity during a period from transactions and other events and
circumstances from non-owner sources. Net income (loss) and other comprehensive income (loss), including foreign currency
translation adjustments and unrealized gains and losses on investments, is required to be reported, net of their related tax effect, to
arrive at comprehensive income (loss).

Investment in OBI

As of the date of de-consolidation, and prior to the sale of its equity interest in OBI, the Company accounted for its
investment in OBI under the equity method. The investment was adjusted for Optimer’s share in the equity in net loss and cash
contributions and distributions for the appropriate periods. In addition, the Company recorded adjustments to reflect the amortization
of basis differences attributable to the fair values in excess of net book values of identified tangible and intangible assets.

Noncontrolling Interest

During 2010 and 2011, the Company owned approximately 60% of the equity interests in OBL Pursuant to authoritative
guidance, the Company accounts and reports for minority interests, the portion of OBI not owned by the Company, as non-controlling
interests and classifies them as a component of stockholders’ equity on the consolidated balance sheet of the Company. The Company
includes the net loss attributable to noncontrolling interests as part of its consolidated net loss.

Net Income (Loss) per Share Attributable to Common Stockholders

Basic net income (loss) per share attributable to ‘common stockholders is calculated by dividing the net income (loss)
attributable to common stockholders by the weighted average number of shares of common stock outstanding for the period, without
consideration for common stock equivalents. Diluted net income (loss) per share attributable to common stockholders is computed by
dividing the net income (loss) attributable to common stockholders by the weighted average number of common stock equivalents
outstanding for the period determined using the treasury-stock method. For purposes of this calculation, stock options and warrants
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are considered to be common stock equivalents and are only included in the calculation of diluted net loss per share attributable to
common stockholders when their effect is dilutive.

Years Ended December 31,
2012 2011 2010

Historical
Numerator:
Net income (loss) attributable to Optimer Pharmaceuticals, Inc. ............. $ (36,986,630) $ 7,821,624 § (47,339,742)
Denominator: :
Weighted average common shares outstanding - basic .........ccoceevervrvennncs 47,331,510 45,622,168 37,830,452

Effect of dilutive securities:

RESLHCIE STOCK ..vecvivrerieieircrecr ettt ese e beesbesseone — 130,586 —
Stock award common share equivalents ...........cccovvcernrererereeereennnee — 747,515 —

Weighted average number of shares of common stock — diluted ........... 47,331,510 1 46,500,269 - 37,830,452
Net income (loss) attributable to common stockholders per share — .

DASIC .eivverrierinriiiieitinerensete e s e ere e b b e s ert e r e b sarennersearesnrene $ (0.78) $ 017 § (1.25)
Net income (loss) attributable to common stockholders per share — ' '

QIIUEA ..ottt et et r et a b b s s $ (0.78) $ 0.17 3 (1.25)
Historical outstanding anti-dilutive securities not included in

diluted net loss per share calculation
Common SLOCK OPLIONS .....covevievererieieieseiesreeeresresseseesesesseseeseesesssesnesens 6,294,574 3,706,708 3,589,626
Common StOCK WAITANLS .........ccecveeueieeiriiceeieeeeieeee s eeeeerteesneersnsessessnes — — 91,533
Unvested restricted Stock Units ...........ceceeveerververveenens trteererenrerereesreesneesienes 372,283 . 141,000 120,000
Anticipated shares to be purchased under ESPP..........cccoccovvveivirirnvinvennen 117,636 92,281 28,192
Total ...ocvvvvrrcrerrnieeercieeiecrene erresteeeete e ae e et e ta e st et e baeberaresaraatienen 6,784,493 3,939,989 3,829,351
Segment Reporting

The Company’s management has determined that it operates in one business segment which is the development and
commercialization of pharmaceutical products.

2. Fair Value of Financial Instruments

The following tables summarize the Company’s financial assets measured at fair value on a fecurring basis at December 31,
2012 and 2011:

Fair Value Measurements at December 31, 2012 Using:

Other
Quoted Prices in Observable Unobservable
Active Markets Inputs Inputs
(Level 1) (Level2) . |(Level 3) Total

Cash eqUIVAlENts .......ccccoveereierecienrerriesieneeeeeesresseennes $ 112,609,683 $ — — $ 112,609,683
Marketable security .......... eveesssessreesrsisbassnneessrerannen — 3,752,195 ! — 3,752,195
Investment in Cempra ........ccoeeeveerervecreceererecueeesenns 804,134 — — 804,134
Auction rate preferred security ............cc.oceecverneenrnee. — — 820,000 820,000

$ 113,413,817 § 3,752,195 $ - 820,000 $ 117,986,012

Fair Value Measurements at Dece#nber 31, 2011 Using:

Other :
Quoted Prices in Observable - Unobservable
Active Markets Inputs (1) Inputs
(Level 1) (Level 2) (Level 3) Total
Cash eqUIValents ............ccoovvvererererieieeieieesereserenes $ 26,388,052 $ — 3 . — $ 26,388,052
Marketable SECUIILIES ...cccevveeereerreereerrerresteenneineieens — 78,791,066 — 78,791,066
Auction rate preferred security ...........c.ccoeeererrvennnen. — — 882,000 882,000
Other assets — forward contracts not designated
AS hedEES .oovvvveieereecce e — 1,752,006 — 1,752,006

$ 26,388,052 § 80,543,072 § 882,000 $ 107,813,124
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Level 1: Quoted prices in active markets for identical assets and liabilities; or

Level 2: Quoted prices for identical or similar assets and liabilities in markets that are not active, or observable inputs other than
quoted prices in active markets for identical assets and liabilities; or
Level 3: Unobservable inputs.

Marketable Securities. With the exception of an auction rate security, the Company obtains pricing information from quoted
market prices, pricing vendors or quotes from brokers/dealers. The Company conducts reviews of its primary pricing vendors to
determine whether the inputs used in the vendors’ pricing processes are deemed to be observable. At December 31, 2012 and 2011,
the Company’s marketable securities consisted primarily of government agency securities. The fair value of government agency
securities generally are determined using standard observable inputs, including reported trades, quoted market prices and broker/dealer
quotes. These securities are in Level 2.

Investment in Cempra. Equity securities that have readily determinable fair values, not classified as trading securities or as
held-to-maturity securities, are classified as available-for-sale securities. Any unrealized gains and losses are reported in other
comprehensive income (loss) until realized. In February 2012, Cempra became a publicly-traded company and, as such, the Company
assigned a value to the shares it received in March 2006 (see Note 6) and recorded the entire amount as an unrealized gain. The
Company considers the equity it owns in Cempra as available-for-sale. The fair value of the Company’s investment in Cempra is
based on the quoted market price on the reporting date. Cempra’s stock is publicly traded and is in Level 1.

Auction Rate Preferred Security. The fair value of the Company’s auction rate preferred security is estimated-using third-
party pricing information or a discounted cash flow model that incorporates transaction details such as contractual terms, maturity and
timing and amount of cash flows and the expected holding period of the ARPS. The Company’s ARPS is classified as a long-term
investment on the consolidated balance sheets, as the Company does not believe it needs to liquidate the security in the near term. The
ARPS does not have observable inputs and thus the ARPS is included in Level 3.

As of December 31, 2012, the Company held one ARPS valued at $820,000 with a perpetual maturity date that resets every
28 days. Although as of December 31, 2012, this ARPS continued to pay interest according to its stated terms, the market in this
security continues to be illiquid. In December 2012, based on third-party pricing information, the Company recognized, in the
consolidated statement of operations, an unrealized loss of $62,000 in investment income since the Company had determined that the
decline in the value was other-than-temporary. —

A reconciliation of the beginning and ending balances of assets measured at fair value on a recurring basis using Level 3
inputs is as follows:

Auction Rate
Preferred Security
Beginning balance at January 1, 2012 ........ccccvverririrenerreorennmiiecennienenieseesteesereresessnsssesssestosssssessesstssessnessesssossonses $ 882,000
Total AINS ANA LOSSES: ..coueiriiiieieiieteee ettt ettt sttt e e st as b s e st a e st n e a e ae s
REAlIZEA NEL INCOIME ....cuvevieieiieirerieiieteiisese et estesseesressenseeseestassee e e sssasessseasesasasnesasssesnsssssstesssneestsstensestensassessns _ —
Unrealized loss included in interest income and other, NEt ..........ccccevvniininii e (62,000)
Purchases, sales, 1SSUANCES ANA SEILIEIMEIILS .......oviiiveeeiiiiirereiirirreeiesirarsresesssseesessssesesarsssssssssssesesssassesasssssssenssssnes —
Transfers in (OUL) OF LEeVEL 3 ......omiiiieeeee ittt s st sa s sesassomesassatsae st e saesnse st st eneesnasasenenn —
Ending balance at December 31, 2012 .....cccccvveiecerireenieresienienereeseresteseresesesesesassstosessnesessssosesssssssnessaessessasssssese $ 820,000
Change in unrealized gains (losses) included in net loss related to assets still held ........c.cooevieenicvninincninennne $ (62,000)

3. Short-term Investments

The following is a summary of the Company’s investment securities, all of which are classified as available-for-sale.
Determination of estimated fair value is based upon quoted market prices, upon pricing vendors or upon quotes from brokers/dealers
as of the dates presented.

December 31, 2012
Gross Gross Gross
Amortized Unrealized. Unrealized
Cost Gains Losses Market Value
Government agency SECULILY ..........coereerevrrvenerererenens $ 3,750,198 $ 1,997 $ — 3 3,752,195
Investment in Cempra .......cccocvveevveveerercenrernencenennens — 804,134 — 804,134
$ 3,750,198 $ 806,131 $ —  § 4,556,329
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December 31, 2011

Gross Gross Gross
Amortized Unrealized Unrealized
Cost Gains Losses Market Value
Government agency SECULItES .......ccccevereruereereresvenns $ 69,241,792 §$ 106,347  $ — $ 69,348,139
Corporate bonds ........ccceveecieriinienirnreccrceteeecreneeneen 9,429,485 13,442 — 9,442,927
$ 78,671,277 $ 119789 $ — $ 78,791,066

The government agency security did not have an unrealized loss position at December 31, 2012.

In February 2012, Cempra completed its initial public offering, and the Company determined that its equity in Cempra had
readily determinable value and recorded the fair value in the Company’s books. Prior to February 2012, the Company assigned no
value to its equity in Cempra. '

The amortized cost and estimated fair value of the security available-for-sale at December 31, 2012, by contractual maturity,
are as follows:

Amortized Cost Esﬁmated Fair Value
DUE i ONE YEAT OF IESS ..vveurerrerererrrerreeeseseneiesetsteteseseesentaeseseesenensesesensasessssssensnes $ 3,750,198 §$ 3,752,195

The weighted average maturity of short-term investments as of December 31, 2012 and 2011, was approx1mately nine
months and seven months, respectively.

Evaluating Investments for Other-than Temporary Impairments

The Company considers a number of factors to determine whether the decline in value in its mvestments is other-than-
temporary, including the length of time and the extent of which the market value has been less than cost, the financial condition of the
issuer and the Company’s intent to hold and ability to retain these short-term investments. Based on these factors, except for the
ARPS, which the Company recorded as an other-than-temporary impairment in 2012 of $62,000, the Company has not identified any
other-than temporary impairment.

4. Property and Equipment

Property, equipment and other costs are stated at cost and consist of the following:

December 31,

2012 2011
EQUIPIMIENE ...evvieiciceciienen ettt sttt b s bbb ss bbb bbbt b s et nsasasnananones $ @ 3,072,147 $ 3,098,431
FUrniture and FIXEUTES .......ceeeieiiererteiereeseeesiesesaesessnesessessessestensesessmessosesassnsntesessessssnesssonsosssns . 224,183 226,362
Leasehold iMProVEMENLS ........cccecerieererrerereesinrenereceeereesessestsssessssessssnssesnsssssnensesiasssessesesnssnsses ' 33,761 1,282,138
Computer equipment and SORIWATE ..o e 2,512,512 1,579,514
CONSLTUCHION IN PIOZTESS ....vvvevvererrersereesersessrsesssessessssssssessesssssssssssessssessesessessssasessssesssnessessenes 427222 : —
Organizational COSES......c.crimiririeenrererenteerererrcemeneseirsteine eeereereeerretebeeteetet e nenteeneseneae ' 55,218 , —

6,325,043 6,186,445
Less accumulated depreciation and amoOrtiZation ...........cccceevivnenenrinneioriresireieseee e - (1,986,323) (3,595,730)

Total property and eqUIPINENT, NEL ..........c.eierverrerirerenseereneeereseressesresesressteseissssssessssssssassesns $ 4,338,720 " § 2,590,715

Depreciation of property and equipment is computed using the straight-line method over the estimated useful lives of the
assets, which typically is five years. Leasehold improvements and assets acquired under capital leases are amortized over their
estimated useful life or the related lease term, whichever is shorter. Property and equipment included organization costs of less than
$0.1 million related to cost incurred in the establishment of foreign subsidiaries. The recorded depreciation and amortization expense
was $877,205, $525,008, and $306,718 in the years ended December 31, 2012, 2011 and 2010, respectively.
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5. Accrued Liabilities

Accrued liabilities consisted of the following:

December 31,
2012 2011
Accrued preclinical and clinical EXPENSES ........eovuiiirererereereeriveriosssssesseseseeesesesesseesesesssoss $ 488,458 $ 975,589
Accrued 1eSearch SEIVICES ......ocvvveeeveeeeeeeerveciirerrseressressstesessesssiossassens reveseieeriessrareessesresosrrnesns 313,597 —
Accrued 18al TEES .....ovcvviiiiiiiiicccc e 844,546 393,672
Accrued salaries, wages and Denefits ........cccooievivirviinienicieninineneee e, S 7,206,446 6,299,712
ACCIUCH SEVETANCE .....vvevveecrrreieecieieeereretereeisereseaesesessnassesssbtesessssnteessarsassasesssnsessassssanesensnessans 1,303,589 656,125
ACCTUEA TOYAILIES ...cveevereireeernieeetrresaeerie et e e e e steseesste e sesotesaesate sonessesaesateaesanesesnnessenas 944,892 3,886,180
Reserves for product returns, rebates and chargebacks ...........cceevevevrviiinniciiincniniccniinns 3,117,973 735,256
AcCTUEd eXPENSES FOI CUDISL ......c.ucvverveererrerseeraesaessessessssessasssesssssssssssssssesssssssssssssssesssssscsseens — 3,220,421
Accrued INVENtOry in fLANSIE «...cc.oocremieeireireecieirteecccese sttt st e e sses s sab et e e sassaesnssne — 1,089,531
Other accrued liabilities .........ccceoeeeieecrieeeieerceeeans ettiereeesraressaressneessnsressteeanseaneraerenressnenate . 4,945,861 4,191,058
Total acCrued HHADIIITIES ......eivveveeriereireeririerireririrerraererieerreeessereeaeasssaesesanesssasesnnasessessonsassesans $ 19,165362 $ 21,447,544

6.. Third-party Agreements
AstraZeneca UK Limited (“AstraZeneca’)

In November 2012, the Company entered an exclusive distribution and license agreement with AstraZeneca to commercialize
fidaxomicin tablets for the treatment of Clostridium-difficile infection in Latin America, including Brazil, Central America, Mexico
and the Caribbean. Under the terms of the license agreement, the Company will provide to AstraZeneca the completed preclinical and
clinical data, regulatory information and documents, testing information, protocols and any know-how relating to fidaxomicin. In
addition to the transfer of know-how, the Company will provide drug product for purposes of conducting validation testing in
connection with seeking regulatory approval in the covered territories for commercial use of the product. AstraZeneca will be
performing, at its own expense, the work required to obtain regulatory approval and commercialization in the covered territories.
Under the terms of the agreement, the Company received a $1.0 million up-front payment.

The Company is eligible to receive up to $3.0 million in aggregate contingent payments on the first commercial sale in
certain countries, and up to $19.0 million on the achievement of sales-related targets for fidaxomicin in the specified regions. In
addition, under the terms of a supply agreement entered into between the Company and AstraZeneca on the same date, the Company
also is entitled to receive payments that provide a return resulting in a double-digit percent of net sales in the territory.

The Company assessed the deliverables under the authoritative guidance for multiple element arrangements. Analyzing the
arrangement to identify deliverables requires the use of judgment, and each deliverable may be an obligation to deliver services, a
right or license to use an asset or another performance obligation. Once the Company identified the deliverables under the
arrangement, the Company determined whether or not the deliverables can be accounted for as separate units of accounting and
determined the appropriate method of revenue recognition for each element. The Company identified the two units of accounting as
the license and the related know-how and the supply of drug product for validation testing. As of December 31, 2012, the Company
recognized $0.7 million of the $1.0 million up-front payment, as the Company determined that revenue was earned upon the delivery
of license rights and related know-how. The remaining $0.3 million will be recognized upon delivery of the batches manufactured for
validation testing, which is anticipated to be complete during the three months ending March 31, 2013. The Company has determined
that the achievement of the performance conditions associated with the contingent payments is solely based on the performance of
AstraZeneca and that the payments do not meet the criteria for a milestone under the revised authoritative guidance for contingent
milestones. The Company will recognize the revenue for the contingent payments when the performance condition is achieved.

Specialised Therapeutics Australia Pty. Ltd. (“STA”)

In June 2012, the Company entered into a distribution and license agreement with STA to register and commercialize
fidaxomicin in Australia and New Zealand for the treatment of CDI. Under the distribution and license agreement, STA is responsible
for all costs associated with the registration and commercialization of fidaxomicin in Australia and New Zealand. In addition, the
Company entered a supply agreement with STA to supply product for the registration and commercial activities of STA and its
sublicensees. Upon signing the distribution and license agreement, STA made a payment of $0.5 million related to expenses incurred
by the Company in connection with pre-approved activities in Australia which was recognized as contract revenue in 2012.
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The Company is entitled to receive contingent payments, which may exceed $1.5 million, upon the achievement of
cumulative net sales targets and also will receive payments for the supply of fidaxomicin to STA. The Company has determined that
the achievement of the performance conditions associated with the contingent payments is solely based on the performance of STA
and that the payments do not meet the criteria for a milestone under the revised authoritative guidance for contingent milestones. The
Company will recognize the revenue for the contingent payments when the performance condition is achieved.

Astellas Pharma Inc. (“Astellas Japan”)

In March 2012, the Company entered into a collaboration and license agreement with Astellas Japan pursuant to which the
Company granted to Astellas Japan an exclusive, royalty-bearing license under certain of its know-how and intellectual property to
develop and commercialize fidaxomicin in Japan. Under the terms of the.collaboration and license agreement, and at its expense,
Astellas Japan agreed to use commercially reasonable efforts to develop and commercialize fidaxomicin in Japan and achieve certain
additional regulatory and commercial diligence milestones with respect to fidaxomicin in Japan. In addition, under the terms of the
collaboration and license agreement, Astellas Japan granted to the Company an exclusive, royalty-free license under know-how and
intellectual property generated by Astellas Japan and its sublicensees in the course of developing fidaxomicin and controlled by
Astellas Japan or its affiliates for use by the Company and any of its sublicensees in the development and commercialization of
fidaxomicin outside Japan and, following termination of the collaboration and license agreement and subject to payment by the
Company of a single-digit royalties, in Japan. In addition, under the terms of a supply agreement entered into by Astellas Japan and
Optimer Europe, on the same date as the collaboration and license agreement, Optimer Europe will be the exclusive supplier of
fidaxomicin to Astellas Japan for Astellas Japan’s development and commercialization activities in Japan during the term of the
supply agreement. '

Under the terms of the collaboration and license agreement, Astellas Japan paid the Company an up-front fee equal to $20.0
million in April 2012. The Company also is eligible to receive additional contingent cash payments totaling up to $70.0 million upon
the achievement by Astellas Japan of specified regulatory and commercial milestones. In addition, the Company will be entitled to
receive high-single-digit royalties on net sales of fidaxomicin products in Japan above an agreed threshold, which royalties are subject
to reduction in certain limited circumstances. Such royalties will be payable by Astellas Japan on a product-by-product basis until a
generic product accounts for a specified market share of the applicable fidaxomicin product in Japan. ‘Under the supply agreement, in
exchange for commercial supply of fidaxomicin, Astellas Japan is obligated to pay Optimer Europe a price equal to net sales of
fidaxomicin products in Japan minus a discount that is based on a high-double-digit percentage of such net sales and a mark-up to cost
of goods. This price will be payable by Astellas Japan on a product-by-product basis for commercial supply until a generic product
accounts for a specified market share of the applicable fidaxomicin product in Japan.

The collaboration and license agreement will continue in effect on a product-by-product basis until expiration of Astellas
Japan’s obligation to pay royalties with respect to each fidaxomicin product in Japan, unless terminated early by either party.
Following expiration of the collaboration and license agreement, Astellas Japan’s license to develop and commercialize the applicable
fidaxomicin product will become non-exclusive. Each of the Company and Astellas Japan may terminate the collaboration and
license agreement prior to expiration upon the material breach of such agreement by the other party or upon the bankruptcy or
insolvency of the other party. In addition, the Company may terminate the collaboration and license agreement prior to expiration in
the event Astellas Japan or any of its affiliates or sublicensees commences an interference or opposition proceeding with respect to,
challenges the validity or enforceability of, or opposes any extension of or the grant of a supplementary protection certificate with
respect to, any patent licensed to it under the collaboration and license agreement Astellas Japan may terminate the collaboration and
license agreement prior to expiration for any reason upon 180 days’ prior written notice to the Company. Upon any such termination,
the license granted to Astellas Japan (in total or with respect to the terminated product, as applicable) will terminate and revert to the
Company. The supply agreement will continue in effect until terminated by either party. Each of Optimer Europe and Astellas Japan
may terminate the supply agreement (i) upon the material breach of such agreement by the other party, (ii) upon the bankruptcy or
insolvency of the other party or (iii) on a product-by-product basis following expiration of Astellas Japan’s obligation to pay the price
described above with respect to the applicable fidaxomicin product, or in its entirety following expiration of Astellas Japan’s
obligation to pay the price described above with respect to all fidaxomicin products.

The Company assessed the deliverables under the authoritative guidance for multiple element arrangements. Analyzing the
arrangement to identify deliverables requires the use of judgment, and each deliverable may be an obligation to deliver services, a
right or license to use an asset or another performance obligation. Once the Company identified the deliverables under the
arrangement, the Company determined whether or not the deliverables can be accounted for as separate units of accounting, and the
appropriate method of revenue recognition for each element. During the year ended December 31, 2012, the Company recognized
$19.9 million of the $20.0 million up-front payment, as the Company determined that revenue was earned upon the delivery of license
rights and related know-how. The remaining $0.1 million will be amortized over the term of the agreement and relates to the
Company’s future obligation to-Astellas Japan to provide support in regulatory inquires and additional data as they are generated
through the Company’s U.S. operations.
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Cubist Pharmaceuticals, Inc.(“Cubist”)

In April 2011, the Company entered into a co-promotion agreement with Cubist pursuant to which the Company engaged
Cubist as its exclusive partner for the promotion of DIFICID in the United States. Under the terms of the agreement, the Company
and Cubist have agreed to co-promote DIFICID to physicians, hospitals, long-term care facilities and other healthcare institutions as
well as jointly to provide medical affairs support for DIFICID. In conducting their respective co-promotion activities, each party is
obligated under the agreement to commit minimum levels of personnel, and Cubist is obligated to tie a portion of the incentive
compensation paid to its sales representatives to the promotion of DIFICID in the United States. Under the terms of the agreement,
the Company is responsible for the distribution of DIFICID in the United States and for recording revenue from sales of DIFICID and
agreed to use commercially reasonable efforts to maintain adequate inventory and third-party logistics support for the supply of
DIFICID in the United States. In addition, Cubist agreed to not promote competing products in the United States during the term of
the agreement and, subject to certain exceptions, for a specified period of time thereafter. The initial term of the agreement is two
years from the date of first commercial sale of DIFICID in the United States, subject to renewal or early termination as described
below. We currently do not anticipate renewing the co-promotion agreement when it expires on July 31, 2013, and will evaluate
expanding our field force to detail the hospitals currently covered only by a Cubist representative.

In exchange for Cubist’s co-promotion activities and personnel commitments, the Company is obligated to pay a quarterly
fee of approximately $3.8 million to Cubist ($15.0 million per year), beginning upon the commencement of the sales program of
DIFICID in the United States. Except for the first quarterly payment which the Company paid in advance, all payments are paid in
arrears. Cubist also is eligible to receive an additional $5.0 million in the first year after first commercial sale and $12.5 million in the
second year after first commercial sale if mutually agreed upon annual sales targets are achieved, as well as a portion of the
Company’s gross profits derived from net sales above the specified annual targets, if any. During 2012, the Company achieved the
first year sales target and expensed $23.2 million, which consisted of $14.7 million in quarterly co-promotion fees, $5.0 million for the
year-one sales target bonus and $3.5 million for Cubist’s portion of the gross profit on net sales above the year-one target.

The agreement may be renewed by mutual agreement of the parties for additional, consecutive one-year terms. Cubist and
the Company each may terminate the agreement prior to expiration upon the uncured material breach of the agreement by the other
party or upon the bankruptcy or insolvency of the other party. In addition, the Company may terminate the agreement, subject to
certain limitations, if (i) the Company withdraws DIFICID from the market in the United States, (ii) Cubist fails to comply with
applicable laws in performing its obligations, (iii) Cubist undergoes a change of control, (iv) certain market events occur related to
Cubist’s product CUBICIN® (daptomycin for injection) in the United States or (v) Cubist undertakes certain restructuring activities
with respect to its sales force. Cubist may terminate the agreement, subject to certain limitations, if (i) the Company experiences
certain supply failures in relation to the demand for DIFICID in the United States, (ii) the Company is acquired by certain types of
entities, including competitors of Cubist, (iii) certain market events occur related to CUBICIN in the United States or (iv) the
Company fails to comply with applicable laws in performing its obligations.

Astellas Pharma Europe Ltd.(“APEL”)

In February 2011, the Company entered into a collaboration and license agreement with APEL pursuant to which the
Company granted to APEL an exclusive, royalty-bearing license under certain of the Company’s know-how and intellectual property
to develop and commercialize fidaxomicin in Europe and certain other countries in the Middle East, Africa and the Commonwealth of
Independent States, or CIS. In March 2011, the parties amended the collaboration and license agreement and the supply agreement
(described below) to include certain additional countries in the CIS and all additional territories in Africa (all such countries and
territories are referred to as the APEL territories). Under the terms of the collaboration and license agreement, APEL has agreed to
use commercially reasonable efforts to develop and commercialize fidaxomicin in the APEL territories at its expense, and to achieve
certain additional regulatory and commercial diligence milestones with respect to fidaxomicin in the APEL territories. The Company
and APEL also may agree to collaborate in, and share data resulting from, global development activities with respect to fidaxomicin,
in which case the Company and APEL will be obligated to co-fund such activities. In addition, under the terms of the collaboration
and license agreement, APEL granted the Company an exclusive, royalty-free license under know-how and intellectual property
generated by APEL and its sublicensees in the course of developing fidaxomicin and controlled by APEL or its affiliates for use by the
Company and any of its sublicensees in the development and commercialization of fidaxomicin outside the APEL territories and,
following termination of the agreement and subject to payment by the Company of single-digit royalties, in the APEL territories. In
addition, under the terms of a supply agreement entered into between the Company and APEL on the same date, the Company will be
the exclusive supplier of fidaxomicin to APEL for APEL’s development and commercialization activities in the APEL territories
during the term of the supply agreement, and APEL is obligated to pay the Company an amount equal to cost plus an agreed mark-up
for such supply.

Under the terms of the collaboration and license agreement, APEL paid the Company an up-front fee of $69.2 million in
March 2011, and the Company recognized a milestone payment of 40.0 million Euros in December 2011 as the result of APEL
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attaining EMA approval of DIFICLIR. APEL paid the Company 50.0 million Euros in June 2012, which consisted of the 40.0 million
Euro approval milestone payment and a 10.0 million Euro milestone payment for the first commercial launch of DIFICLIR in an
APEL territory. The Company is eligible to receive additional contingent cash payments totaling up to 65.0 million Euros, upon the
achievement by APEL of additional specified commercial milestones.

In addition, the Company is entitled to receive escalating double-digit royalties ranging from the high teens to low twenties
on net sales of DIFICLIR products in the APEL territories, which royalties are subject to reduction in certain, limited circumstances.
Such royalties are payable by APEL on a product-by-product and country-by-country basis until a generic product accounts for a
specified market share of the applicable DIFICLIR product in the applicable country. APEL launched DIFICLIR in Europe during the
second quarter of 2012. ‘

The Company assessed the deliverables under the authoritative guidance for multiple element arrangements. Based on the
Company’s analysis, it determined that all of the up-front payment was earned upon the delivery of the license and related know-how,
which occurred by March 31, 2011.

The agreements with APEL will continue in effect on a product-by-product and country-by-country basis until expiration of
APEL’s obligation to pay royalties with respect to each fidaxomicin product in each country in the APEL territory, unless terminated
early by either party as more fully described below. Following expiration, APEL’s license to develop and commercialize the
applicable fidaxomicin product in the applicable country will become non-exclusive. The Company and APEL each may terminate
either of the agreements, prior to expiration, upon the material breach of such agreement by the other party or upon the bankruptcy or
insolvency of the other party. In addition, the Company may terminate the agreements prior to expiration in the event APEL or any of
its affiliates or sublicensees commences an interference or opposition proceeding with respect to, challenges the validity or
enforceability of, or opposes any extension of or the grant of a supplementary protection certificate with respect to any patent licensed
to it. APEL may terminate the agreements prior to expiration for any reason on a product-by-product and country-by-country basis
upon 180 days’ prior written notice to the Company. Upon any such termination, the license granted to APEL (in total or with respect
to the terminated product or terminated country, as applicable) will terminate and revert to the Company.

Par Pharmaceuticals, Inc.

In February 2007, the Company repurchased the rights to develop and commercialize fidaxomicin in North America and
Israel from Par under a prospective buy-back agreement. The Company paid Par a $5.0 million milestone payment in June 2010 for
the successful completion by the Company of its second pivotal Phase 3 trial for fidaxomicin. The Company is obligated to pay Par a
5% royalty on net sales by the Company, its affiliates or its licensees of fidaxomicin in North America and Israel, including Cubist,
and a 1.5% royalty on net sales by the Company or its affiliates of fidaxomicin in the rest of the world. In addition, the Company is
required to pay Par a 6.25% royalty on net revenues it receives related to fidaxomicin in connection with licensing of its right to
market fidaxomicin in the rest of the world, such as the licenses the Company has granted to its partners in territories outside the
United States and Canada. The Company is obligated to pay each of these royalties, on a country-by-country basis for seven years
commencing on the applicable commercial launch in each such country. For the years ended December 31, 2012 and 2011, the
Company expensed an aggregate of $5.0 million and $8.7 million, respectively, in royalties to Par. '

Biocon Limited (“Biocon”)

In May 2010, the Company entered into a long-term supply agreement with Biocon for the commercial manufacture of
fidaxomicin active pharmaceutical ingredient (“API”). Pursuant to the agreement, Biocon agreed to manufacture and supply the
Company, up to certain limits, fidaxomicin API and, subject to certain conditions, the Company agreed to purchase from Biocon at
least a portion of its requirements for fidaxomicin AP in the United States and Canada. The Company previously paid to Biocon $2.5
million for certain equipment purchases and manufacturing scale-up activities, and is entitled to recover up to $1.5 million of this
amount under the supply agreement in the form of discounted prices for fidaxomicin API. As of December 31, 2012, the Company
had recovered approximately $0.9 million of the $1.5 million. Unless both Biocon and the Company agree to extend the term of the
supply agreement, it will terminate seven and one-half years from the date the Company obtained marketing authorization for
DIFICID in the United States. The supply agreement may be earlier terminated (i) by either party by giving two and one-half years
notice after the fifth anniversary of the Effective Date or upon a material breach of the supply agreement by the other party, (ii) by the
Company upon the occurrence of certain events, including Biocon’s failure to supply requested amounts of fidaxomicin API, or
(iit) by Biocon upon the occurrence of certain events, including the Company’s failure to purchase amounts of fidaxomicin API that it
indicates in binding forecasts.
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Patheon Inc. (“Patheon”)

. In June 201 1, the Company entered into a commercial manufacturing services agreement with Patheon to manufacture and
supply fidaxomicin drug products, including DIFICID, in North America, Europe and other countries, subject to agreement by the
parties to any additional fees for such countries. The Company agreed to purchase a specified percentage of its fidaxomicin product
requrrements for North America and Europe from Patheon or its affiliates.

The term of the agreement extends through December 31, 2016 and automatrcally will renew for subsequent two year terms
unless either party provides a timely notice of its intent not to renew or unless the Agreement is terminated early pursuant to its terms.
Patheon and the Company may terminate the agreement prior to expiration upon the uncured material breach of the agreement by the
other party or upon the bankruptcy or insolvency of the other party. In addition, the agreement will terminate with respect to any
fidaxomicin product if the Company provides notice to Patheon that.it no longer requires manufacturing services for such product
because the product has been discontinued. Additionally, the Company may terminate the agreement, subject to certain limitations,

(i) with respect to any fidaxomicin product if any regulatory authority takes any action or raises any objection that prevents the
Company from importing, exporting, purchasing or selling such product, or if the Company determine to discontinue development or
commercialization of such product for safety or efficacy reasons, (ii) if any regulatory authority takes an enforcement action against
Patlieon’s manufacturing site that relates to fidaxomicin products or that could reasonably be expected-to adversely affect Patheon’s
ability to supply fidaxomicin products to us, (iii) if Patheon is unable to deliver or supply any firm orders for any two calendar
quarters during any four consecutive calendar quarters, (iv) if Patheon uses any debarred or suspended person in the performance of its
service oblrgatrons under the agreement or (v) if Patheon fails to meet certain productron y1e1d requrrements in relationte fidaxomicin
API: - : . :

Cempra, Inc: ( “Cempra )

-In March 2006, the Company entered into a collaborative research and development and license agreement with Cempra.
The Company granted to Cempra an exclusive worldwide license, except in the Association of Southeast Asian Nations, or ASEAN,
with the right to sublicense the Company’s patent and know-how related to the Company’s macrolide and ketolide antibacterial
program. As partial consideration for granting Cempra the licenses, the Company obtained equity of Cempra representing an
ownership of less than 20%. The Company may receive milestone payments as product candidates are developed and/or co-developed
by Cempra, in addition to milestone payments based on certain sublicense revenue. The aggregate potential amount of such milestone
payments is not capped and, based in part on the number of products developed under the agreement, may exceed $24.5 million. The
milestone payments will be triggered upon the completion of certain clinical development milestones and, in certain instances,
regulatory approval of products The Company also may receive royalty payments based on a percentage of net sales of licensed
products:: . \ EE :

Pursuant to the agreement, Cempra granted the Company an exclusive license whereby Cempra may receive milestone
payments from the Company .in the amount of $1.0 million for each of the first two-products the Company-develops which receive
regulatory approval in ASEAN countries, as well as royalty payments on the net sales of such products. ‘

Subject to certain exceptions, on a country-by-country bas1s the general terms of this agreement continue untrl the later of
(i) the expiration of the last to expire patent rights of a covered product in the applicable country or (ii) ten years from the first
commercial sale of a covered product in the applicable country. Either party may terminate the agreement in the event of a material
breach by the other party, subject to prior notice and the opportunity to cure: Either party also may terminate the agreement for any
reason upon 30 days’ prior written notice provided that all licenses granted by the terminating party to the non-termmatmg party will
survwe upon the express election of the ion-terminating party. : : ~

~The Company has assessed milestones-under the revised authorrtatlve guidance for research and development mrlestones and
determined that the preclinical milestone payments, as defined in the agreement, meet the definition of a milestone as they are
(i) events that can only be achieved in part on the Company’s past performance or upon the occurrence of a specific outcome resulting
from the Company’s performance, (ii) there is substantive uncertainty at the date the arrangement is entered into that the event will be
achieved and (iii) they result in additional payments being due to the Company. Clinical development and commercial milestone
payments, however, currently do not meet these criteria as their achievement is solely based on the performance of Cempra.

- In February 2012, Cempra completed an initial public offering at which time the Company s equity interest in Cempra was

converted to 125,646 shares of common stock. The Company considers its equity interest in Cempra as available-for-sale (see Note
2). :
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In June 2012, Cempra completed its first Phase 2 clinical trial of solithromycin (CEM101) in patients with community-
acquired bacterial pneumonia, which triggered a $1.0 million milestone payment to the Company. To date, the Company has received
$1.5 million in payments from this collaboration.

Optimer Biotechnology, Inc.

In October 2009, the Company entered into certain transactions involving OBI, its then wholly-owned subsidiary, to provide
funding for the development of two of its early-stage, non-core programs. The transactions with OBI included an intellectual property
assignment and license agreement, pursuant to which the Company assigned to OBI certain patent rights, information and know-how
related to OPT-88 and OPT-822/821. In anticipation of these transactions, the Company assigned, and OBI assumed, its rights and
obligations under related license agreements with Memorial Sloan-Kettering Cancer Center. Under the intellectual property
assignment and license agreement, the Company is eligible to receive up to $10 million in milestone payments related to the
development of OPT-822/821 and is eligible to receive royalties on net sales of any product which is commercialized under the
program. The term of the intellectual property assignment and license agreement continues until the last to expire of certain patents
assigned to and licensed by the Company to OBL

In January 2012, OBI and the Company executed a letter of agreement which provided the Company the right of first refusal
if OBI or one of its affiliates receives any offer to obtain an exclusive, royalty-bearing license (including the right to sublicense) under
the OPT-822/821 patents and the OBI OPT-822/821 technology to develop, make, have made, use, sell, offer for sale, have sold and
import OPT-822/821 products in the United States, Europe or other specified territories. In the letter of agreement, as consideration
for the grant of the right of first refusal, the Company waived certain of OBI’s obligations under the intellectual property assignment
and license agreement. The letter of agreement expires 10 years from the effective date of the agreement.

In the fourth quarter of 2012, the Company sold its remaining equity interest in OBI (see Note 9) but retains its rights to
receive milestone and royalty payments related to OPT-822/821 under the Intellectual Property Assignment and License Agreement.
The Company retains a right of first refusal to license commercial rights to OPT-822/821 in the United States, Europe or other
specified territories.

Scripps Research Institute (“TSRI”)

In July 1999, the Company acquired exclusive, worldwide rights certain drug technology from TSRI. The agreement with
TSRI includes the license to the Company of patents, patent applications and copyrights related to the technology. The Company also
acquired, pursuant to three separate license agreements with TSRI, exclusive, worldwide rights to over 20 TSRI patents and patent
applications related to other potential drug compounds and technologies, including HIV/FIV protease inhibitors, aminoglycoside
antibiotics, polysialytransferase, selectin inhibitors, nucleic acid binders and carbohydrate mimetics.

Under the four agreements with TSRI, the Company paid TSRI license fees consisting of an aggregate of 239,996 shares of
the Company’s common stock with a deemed aggregate fair market value of $46,400, as determined;on the dates of each such
payment. In October 2009, the Company assigned to OBI one of the agreements with TSRI related to OPT-88 which, after further
evaluation, OBI decided not to pursue. In February 2011, OBI and TSRI agreed to terminate the agreement and OBI returned the
patents related to OPT-88. Under each of the three remaining agreements, the Company owes TSRI royalties based on net sales by the
Company, the Company’s affiliates and sublicensees of the covered products and royalties based on revenue the Company generates
from sublicenses granted pursuant to the agreements. For the first licensed product under each of the three remaining agreements, the
Company also will owe TSRI payments upon achievement of certain milestones. In two of the three TSRI agreements, the milestones
are the successful completion of a Phase 2 trial or its foreign equivalent, the submission of an NDA or its foreign equivalent and
government marketing and distribution approval. In the remaining TSRI agreement, the milestones are the initiation of a Phase 3 trial
or its foreign equivalent, the submission of an NDA or its foreign equivalent and government marketing and distribution approval.
The aggregate potential amount of milestone payments the Company may be required to pay TSRI, under the three remaining TSRI
* agreements, is approximately $11.1 million. The Company is currently not developing any products covered by the TSRI agreements.

7. Commitments and Contingencies
Leases

The Company’s facilities consist of approximately 45,000 square feet of laboratory and office space in San Diego, California,
and 24,000 square feet of office space in Jersey City, New Jersey. The lease for the San Diego facility expires in August 2022 subject

to two, five-year renewal options. The lease for the facility in Jersey City expires in July 2018, subject to one, five-year renewal
option.
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The Company recorded deferred rent of $938,520 and $151,141 at December 31, 2012 and 2011, respectively, in
conjunction with these lease agreements.

At December 31, 2012, annual minimum rental payments due under the Company’s operating leases are as follows:

Years Ending December 31,

D003 oo eeeeevereeeaeeeareeaartaeaaesaneseasaessbaasaere s aih st ossae R e reeeR s e e baeatae e Ret e e aeae s et ea bR Rt et st e e bR s s bt e s b e e e ke e s bana s resesnee $ 2,333,050
X0} O SO TR Us OO PO OO SUPCUUREUOITPIOOTOPRPPPIRS 2,558,345
2005 oot eeeeeeee e eeeeeteesueesteataeaea b e b aasteabe e ba e R e e A st e sr e aeeREe e R e e eneee A ea A S e e e Rs e b e e bt e b e e b e e b s e R e e e e ta e nnesseeaeees 2,628,166
D016 oo eeeeeeeeeeeeeeet e eeteaeasaraaaae e e eataesbaa et ea b et eb st onraea b e e e A e eesaeaaaesess et te et SR b s e R R R e e bt s e AR e e s R e e s s e e e et b e st s e s narenres 2,684,290
2017 ANA HHETEATIEL ...oeneeeneeereiiieeieeeteeiteeresreeseeesteessesseeaaesssesseseseresessbbessasesasesssnessaasssessbesssesstasseeasasssnesneseneessasos 12,140,751
Total MINIMUM [EASE PAYINENLS ...c.eoveeeriiiriiiriiiste et et e s e st et b e e s b s e b sba et sa s $ 22,344,602

Rent expense was $3.5 million, $1.6 million and $1.1 million, for the years ended December 31, 2012, 2011, and 2010,
respectively.

Other Commitments

The Company had firm purchase order commitments for the acquisition of inventory from Biocon and Patheon as of
December 31, 2012 and 2011 of $16.3 million and $1.0 million, respectively.

Pursuant to our co-promotion with Cubist, the Company is obligated to pay a quarterly fee of $3.8 million ($15.0 million per
year) beginning in July 2011, the commencement of the commercial launch of DIFICID in the United States. At December 31, 2012,
$7.5 million of the fee remained to be paid.

Contingencies

In March 2012, the Company became aware of an attempted grant in September 2011 to Dr. Michael Chang of 1.5 million
technical shares of OBL. The Company engaged external counsel to assist it in an internal review and determined that the attempted
grant may have violated certain applicable laws, including the Foreign Corrupt Practices Act (the “FCPA”).

In April 2012, the Company self-reported the results of its preliminary findings to the U.S. Securities and Exchange
Commission (the “SEC”) and the U.S. Department of Justice (the “DOJ”), which included information about the attempted grant and
certain related matters, including a potentially improper $300,000 payment in July 2011 to a research laboratory involving an
individual associated with the OBI share grant. At that time, the Company terminated the employment of its then-Chief Financial
Officer and its then-Vice President, Clinical Development. The Company also removed Dr. Michael Chang as the Chairman of its
Board of Directors and requested that Dr. Michael Chang resign from the Board of Directors, which he has not. The Company
continued its investigation and its cooperation with the SEC.and the DOJ.

As a result of the continuing internal investigation, in February 2013, the independent members of the Board of Directors
determined that additional remedial action should be taken in light of prior compliance, record keeping and conflict-of-interest issues
surrounding the potentially improper payment to the research laboratory and certain related matters. On February 26, 2013, the
Company’s then-President and Chief Executive Officer and its then-General Counsel and Chief Compliance Officer resigned at the
request of the independent members of the Board of Directors. :

In addition, over the past year, the Company has revised its compliance policies, strengthened its approval procedﬁres; and
implemented training and internal audit procedures to make compliance and monitoring more comprehensive.

The Company continues to cooperate with the SEC and DOYJ, including by responding to informal document and interview
requests, conducting in-person meetings and updating these authorities on its findings with respect to the attempted OBI technical
share grant, the potentially improper payment to the research laboratory and certain matters that may be related. The Company is
unable to predict the ultimate resolution of these matters, whether it will be charged with violations of applicable civil or criminal laws
or whether the scope of the investigations will be extended to new issues. The Company also is unable to predict what potential
penalties or other remedies, if any, the authorities may seek against it or any of its current or former employees, or what the collateral
consequences may be of any such government actions.
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8. Stockholders’ Equity
Public Offerings

In March 2009, the Company received approximately $32.7 million in net proceeds from the sale of its securities in a
registered direct offering to institutional investors. The Company sold 3,252,366 million shares and warrants to purchase up to an
aggregate of 91,533 shares of its common stock. The warrants were exercisable at an exercise price of $10.93 per share and were
exercised in June 2011.

In March 2010, the Company completed the sale of 4,887,500 shares of its common stock in a public offering which included
637,500 shares sold pursuant to the full exercise of an overallotment option previously granted to the underwriter. The net proceeds to
the Company from the sale of shares in the offering were approximately $51.2 million.

In July 2010 and in April 2012, the Company issued 585,762 shares and 286,260 shares, respectively, of common stock to
AFOS, LLC, valued at $5.2 million and $3.8 million, respectively, as consideration for the engagement of an affiliate of AFOS to
provide research and development, sales, marketing and business development consulting services to the Company.

In February 2011, the Company completed the sale of 6,900,000 shares of its common stock in a public offering which
included 900,000 shares sold pursuant to the full exercise of an overallotment option previously granted to the underwriter. The net
proceeds to the Company from the sale of shares in the offering were approximately $73.1 million.

Equity Compensation Plans
Optimer Pharmaceuticals, Inc.
Stock Options

In November 1998, the Company adopted the 1998 Stock Plan (the “1998 Plan”). The Company terminated and ceased
granting options under the 1998 Plan upon the closing of the Company’s initial public offering in February 2007.

In December 2006, the Company’s board of directors approved the 2006 Equity Incentive Plan (“2006 Plan™) which became
effective upon the closing of the Company’s initial public offering. The 2006 Plan was succeeded by the 2012 Equity Plan (“2012
Plan”) which became effective upon approval by the Company’s stockholders on May 9, 2012. After May 9, 2012, no additional stock
awards will be awarded under the 2006 Plan. However, all outstanding stock awards granted under the 2006 Plan remain subject to
the terms of the 2006 Plan.

The 2012 Plan is a continuation of the 2006 Plan. Upon its adoption, the maximum number of shares of the Company’s
common stock issuable under the 2012 Plan was 11,289,455, which consisted of (a) 3,400,000 new shares and (b) the number of
unallocated shares remaining available for grant of new awards under the 2006 Plan as of May 9, 2012, which include shares subject
to outstanding stock awards granted under the 2006 Plan that (i) expire or terminate for any reason prior to exercise or settlement,
(i) are forfeited because of the failure to meet a contingency or condition required to vest such shares or repurchased at the original
issuance price or (iii) are re-acquired or withheld (or not issued) to satisfy a tax withholding obligation in connection with an award
other than a stock option or stock appreciation right.

Options granted under the 1998 Plan, the 2006 Plan and the 2012 Plan generally expire 10 yéars from the date of grant (five
years for a 10% or greater stockholder) and vest over a period of four years. The exercise price of optlons granted must at least be
equal to the fair market value of the Company’s common stock on the date of grant.

Restricted Stock Units

From time to time the Company grants restricted stock units (“RSUSs”) to its executives, board members and employees.
RSUs are valued based on the fair market value of the Company’s stock on the date of grant.

Performance-based Stock Options and Performance-based Restricted Stock Units

In February 2012, the Compensation Committee granted to certain executives performance-based RSUs covering up to an
aggregate of 250,000 shares of common stock, which vest over time beginning on the date the Company determines that a specified
product revenue goal has been achieved. At December 31, 2012, the management had determined that the specified product revenue

goal was not achieved. As a result, these RSUs were cancelled.
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On May 2010, the Company’s Board of Directors appointed Pedro Lichtinger as its President and CEO and as a member of
its Board of Directors. Pursuant to Mr. Lichtinger’s offer letter, he received performance-based stock options to purchase up to an
aggregate of 480,000 shares of common stock and performance-based RSUs covering up to an aggregate of 120,000 shares of
common stock, which vest over time beginning on the dates the Company achieves specified development and commercialization
goals. In February 2011, one of the performance criteria was met, and, in May 2011, another one of the performance criteria was met.
As a result, 1/4th of the performance-based stock options and performance-based restricted stock units related to.each goal vested in
February 2012 and May 2012, respectively, and the remaining shares related to each goal will vest in 36 equal monthly installments
thereafter.

Simultaneously with Mr. Lichtinger’s appointment, Michael Chang resigned as the Company’s President and CEO. The
Company entered into a consulting agreement with Dr. Michael Chang to provide general consulting services. Pursuant to his
consulting agreement and as part of his compensation, Dr. Michael Chang received performance-based stock options to purchase up to
an aggregate of 400,000 shares of common stock which vest over time beginning on the dates certain regulatory filings are accepted
and approved. Dr. Michael Chang’s consulting agreement was terminated in April 2012 and, as a result, the unvested portion of the
performance-based options was cancelled. Prior to the termination of his consulting agreement, 248,437 options vested. However,
due to Dr. Michael Chang’s continuing role as a director, his other equity awards remain outstanding and continue to vest as-per the-
vesting term of the awards.

The performance-based stock options, performance-based restricted stock units and stock grant were made under the 2006

Plan.
Following is a summary of stock option activity, including performance-based stock options:
. Weighted-
~Average
. Options : Price
Options outstanding as of December 31, 2009 ........ccccociiiininiiiinninineictet e 2,466,751 $ 5.69
GIANEEA oot et e s 1,815,450 $ 11.88
EXEICISEA o.ecuuinrerererereieriaieveeeeenensessasbe e sacessessenesenenes ettt e esenenent rreteteseae e neeenens B . (552,253) $ 2.12
Canceled/forfeited/EXPITEd ........coovcveeeiiiierierereeeriessesshesesenestebesessnaeeesetonesessseseasseessbsseassons (140,322) $ 11.39
Options outstanding as of December 31, 2010 .....ccccoiviniimiiiniiiiniiieeseeee e ‘ 3,589,626 $ 9.15
GIANEEA ooeeveeeeeeeeeeeeeeeeereeeeseeeeeseseeseeeeasneeeanreestseesestssssssesasesssasesssessssnsessasssseseesesnserasaerensaassenes ' 3,427,500 S 12.26
EXercised .....oovevevemeeeeeieiiiieeeccecce I et ’ (347,803) § 5.35
Canceled/forfeited/expired .......cccceveevreneinnnerncncennns e Leresernensureesteeteeaeenaesreenis _ (486,823) $: 10.87
Options outstanding as of December 31, 2011 ......cccooiiiininiiniiiiiinieenean, et eeeeanees 6,182,500 $ 10.95
GIAMEEA ....eeeeieeectieteeteete e e et eeeeereeste e e teetsaste s e bassasssessaassens et eesteubesb e beseneeanesmte s aasetesresaseraeas 1,495,330 § 13.70
EXEICISEA .vuvvveviereeeeereseeeseieteaeetetese s st tssesesessese e ssessesesesbsie s ebaseneane st s asearasenenssresasseneresnssesasn (616,519) $ 8.19
Canceled/forfeited/expired .......c.ccocvevoviniiniviiiniiiniiiiennnn eberetettetaneiesasrerrabrraraaaereneaannnrens (766,737) $ 12.36
Options outstanding as of December 31, 2012 .......cccooviviiinininniiiieicn s 6,294,574 § 11.70

Stock Option Valuation

Stock options are valued using the Black-Scholes option pricing model on the date of grant. This option pricing model
involves a number of estimates, including the expected lives of stock options, the Company’s anticipated stock volatility and
applicable interest rates. The Company recognizes compensation expense for performance-based stock awards granted to employees
under the accelerated attribution method. The following table shows the assumptions used to compute stock-based compensation
expense for the stock options and restricted stock units during the years ended December 31, 2012, 2011 and 2010, using the Black-
Scholes option pricing model:

Stock Options Including Performance-based Stock Options. 2012 2011 2010

Risk-free INTerest Tate ......ceecereeerieneeriereeniecreescsee et sresaeenees 0.67-1.516% 1.84-3.46% 2.27-3.53%
Dividend Yield .......ccoeeerieiereiirieieneeteeseereiecce e et 0.00% 0.00% ' 0.00%
Expected life of options (years) .......... SOOI 5.02-6.08 5.27-9.49 5.02-10.00

VOLALIlIEY ..ovioveieieirieeteteereret ettt et ss e srsnensenees 69.71-75.30% 69.13-73.63% 69.30-79.07%

The risk-free interest rate assumption was based on the rates for U.S. Treasury zero-coupon bonds with maturities similar to
those of the expected term of the award being valued. The assumed dividend yield was based on the Company s expectation of not
paying dividends for the foreseeable future. The weighted-average expected life of options was calculated using the simplified

87




method. Due to the Company’s limited history as a commercial entity, the Company used the historical volatility of comparable
companies whose share prices are publicly available.

The aggregate intrinsic value of options exercised during the year ended December 31, 2012, 2011 and 2010 was $4.2
million, $2.5 million and $4.7 million, respectively. The aggregate intrinsic value of options outstanding and options exercisable as of
December 31, 2012 was $2.5 million and $2.5 million, respectively.

The following table summarizes information concerning outstanding and exercisable stock options as of December 31, 2012:

December 31, 2012
Options Outstanding Options Exercisable
Number of Shares ‘Weighted Average
Subject to Remaining Weighted Weighted
Options Contractual Average Number of Shares Average
Exercise Price Outstanding Life (in years) Exercise Price Exercisable Exercise Price
$1.08-51141 ... 1,802,672 591 §$ 8.66 1,373.862 § 8.03
$11.42-8%12.34 ... 2,068,173 631 $ 12.05 1,093,420 §$ 12.01
$12.42 - $13.84 oo, 1,659,188 764 $ 13.23 292,544 $ 12.94
$13.90-8%1546.................... 764,541 869 § 14.63 186,113 $ 14.46
$1.08 - $15.46 ........oc....... 6,294,574 6.83 $ 11.70 2,945939 $ 10.40

Of the options outstanding, options to purchase 2,945,939 shares were vested as of December 31, 2012, with a weighted
average remaining contractual life of 5.46 years and a weighted average exercise price of $10.40 per share, while options to purchase
3,348,635 shares were unvested.

Based on these assumptions, the weighted average grant-date fair values of stock options granted during the years ended
December 31, 2012, 2011 and 2010 were $13.70, $7.75 and $7.35 per share, respectively.

As of December 31, 2012, the total unrecognized compensation expense related to stock options was $22.5 million and the
related weighted-average period over which it is expected to be recognized is 2.87 years.

During the year ended December 31, 2010, the Company granted the then-Chairman of Boa;rd, 65,000 fully-vested shares of
common stock.

Following is a summary of RSUs activity, including performance-based RSUs:

Weighted-
RSUs Average Price
RSUs outstanding as of December 31, 2009 .........cccccevrviricnvnnnnnniineneieenesseteesenenes — 3 —
GIANLEA .o.vveveceeeieeeeieeeeet ettt e ste b seb et etesteseesersebesseasersesseressessneseesasseaaabsssessesbbessansasansansanes ' 120,000 $ 12.34
VESEEA ..vivviverererinsieieisisesetesesesesesessss s seassesetesesesenssetsssssssassssesesetesesessassasas et et etnenssassassssasesasesses — 3 —_
CaNCEled/fOTTRILEA ........cveeeveeieeeeeeieeere ettt et e et e et ebessessse e esenesassasassseatesesnesansrersesenes — 3 —
RSUs outstanding as of December 31, 2010 ........cccoiiiviiiiiiiieniiinininisnesese s - 120,000 $ 12.34
GIAMEEA ettt e e e e e e e e eene s e eeseanesaestossasesaasasssassessensasesssstenssrnasssnsnseresnennenes ' 21,000 $ 11.89
VESEEA ..vovevrerereeeeieeeeeeeeescaesetestse et ebesete e s s b ssebebeseseseasas s es et ehesessa s s nsnsnarasesetesebeserestssebesereseraneanes f — 3 —
CANCEIEA/MOTTILEA ...ttt res e ebene s s et ss st s s as s s beseses s enanassenes — 3 —
RSUs outstanding as of December 31, 2011 ... 141,000 $ 12.27
GIANTEA oottt e e e e sesee e e aee e enesaeaneneeaensaresesssesn st sssssssssasonssssntensonsssensoneon P 547040 $ 13.54
VESted .ovvvvererireernnenirererenaenene e eteeeerereebetesebeseseieear s st etetee et et asae e tet et eteser e se s eseteseneneneatas (24,957) $ 13.94
CanCeled/fOTTEILEA ........c.icueieieeiiiieececetetee ettt e e s e s e s e s e b esbes e sessasesseesassasssaassenees - (290,800) $ 13.60
RSUs outstanding as of December 31, 2012 .....ccocviivienrinenieiiecreneeneeeereraeseessesseesaessnesessees : 372,283 $ 13.13

Employee Stock Purchase Plan

- Concurrent with the Company’s initial public offering in February 2007, the Company’s board of directors adopted the
employee stock purchase plan (“ESPP”) in December 2006, and the stockholders approved the plan in January 2007. A total of
200,000 shares of the Company’s common stock were initially made available for sale under the plan. In addition, the employee stock
purchase plan provides for annual increases in the number of shares available for issuance under the purchase plan on the first day of
each fiscal year, beginning with the Company’s 2008 fiscal year, equal to the lesser of (i) 3% of the outstanding shares of the
Company’s common stock on the last day of the immediately preceding fiscal year, (ii) 300,000 shares or (iii) such other amount as
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may be determined by the Company’s board of directors. Pursuant to this provision, 300,000 additional shares of the Company’s
common stock were reserved for issuance under the ESPP on January 1, 2008. The Company’s board of directors determined to
reserve 300,000 shares as of January 1, 2012 and zero additional shares under the ESPP as of January 1, 2011 and 2010.

As of December 31, 2012, there were 173,844 shares of common stock issued and 390,194 shares remained available for
issuance under the ESPP.

The following table shows the assumptions used to compute stock-based compensation expense for the stock purchased
- under the ESPP during the year ended December 31, 2012, 2011 and 2010 using the Black-Scholes option pricing model:

Employee Stock 2012 2011 2010
Risk-free interest Tate .......ecvreveeererreerenrencererersneseseesssesessseens 0.09%-0.15% 0.06%-0.18% 0.17-0.20%
Dividend yield .........ccoveiioieeninieieeeeeeeieree e 0.00% 0.00% 0.00%
Expected 1ife (YEars) ....cccoeeerinriveiniriiininniiiisnieiessereesseneas 05 0.5 0.5
Volatility ...cccoveeveeerverrreeeeene rteerereessesresresseesrersesseesaetesaeaneeneane 37.16%-43.56% 40.01%-73.53% 34.08-40.82%

For the years ended December 31, 2012, 2011 and 2010, the Company recorded stock-based compensation expense related to
the ESPP of $452,588, $320,485 and $119,281, respectively.

Total stock-based compensation expense, related to all of Optimer’s stock options, restricted stock units and stock awards
issued to employees and consultants and employee stock purchases, recognized for the years ended December 31, 2012, 2011 and
2010 was comprised as follows:

’ 2012 2011 2010
Research and development .........ccoceevevveeeirnresreneereereeesons $ 4,011,962 §$ 3,176,997 $ 1,596,515
Selling, general and administrative ..........occeceeeeveeeecvcrnenens 8,678,876 8,407,951 4,622,332
Total stock-based compensation €Xpense ............oeeceeeerereeee $ 12,690,838 § 11,584,948 § 6,218,847

Optimer Biotechnology, Inc.
Stock Options

Until February 7, 2012, the Company consolidated OBI into its results of operations and recoded stock based compensation
related to options granted by OBI. The following table summarizes the stock-based compensation expense for OBI included in each
operating expense line item in Optimer’s consolidated statements of operations for the years ended December 31, 2012, 2011 and
2010:

2012 2011 2010
Research and deVEIOPMENt ..........cccceeeceerrieieieeinerireeeeeeeeeeeneeeesesisesisnes $ 8,465 § 60,463 $ 43,450
Selling, general and adminiStraAtiVe ........coeeeereeererinvecrnnrnieninesineeenns 9,181 140,963 113,387
Stock-based cOmMpeNSation EXPENSE .......ccerveeereereerereereereerereesessesssesonsns $ 17,646 $ 201,426 $ 156,837

9. Investment in OBI

In February 2012, OBI issued 36 million newly-issued shares of its common stock, resulting in gross proceeds of
approximately 540 million New Taiwan dollars (approximately $18.3 million based on then-current exchange rates). The Company
did not participate in the February 2012 financing. In March 2012, the Company sold 1.5 million shares of its equity interest in OBL
These transactions reduced the Company’s ownership interest in OBI from a majority interest to a 42.9% interest and triggered
consideration regarding whether or not to continue consolidating OBI, as well as an evaluation to consider whether OBI was a variable
interest entity (“VIE”). ‘

As a result of its evaluation, the Company determined that OBI was not a VIE and that Optimer no longer had voting control
or other forms of control over the operations and decision making of OBI. As a result of this evaluation, the Company de-consolidated
OBI as of February 7, 2012 and de-recognized the OBI assets, liabilities and non-controlling interest from its financial statements and
no longer consolidated its results of operations. Management applied de-consolidation accounting guidance, which included analyzing
Optimer’s investment in OBI at February 7, 2012 to determine the fair value on the date of de-consolidation and the related gain or
loss upon de-consolidation. Based on available evidence, management determined that the fair value of Optimer’s investment in OBI
at February 7, 2012 was $29.7 million. This fair value was based primarily on OBI’s financing transaction in February 2012 in which
shares of common stock were sold at approximately $0.51 per share (based on then-current exchange rates). As a significant portion
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of the additional investment in OBI was made by outside investors in an arms-length transaction and the common shares have the
same rights and preferences as the shares held by Optimer, management determined that this price per share approximated fair market
value as of February 7, 2012. The gain attributed to the de-consolidation of OBI was $23.8 million. During a portion of 2012, Optimer
provided consulting, purchasing and other services to OBI and billed OBI in the amount of approximately $89,000 for such services.
As of December 31, 2012, the Company is no longer providing consulting, purchasing, or other services to OBL

As of the date of de-consolidation, and prior to the sale of its equity interest in OBI, the Company accounted for its
investment in OBI under the equity method. The investment was adjusted for Optimer’s share in the equity in net loss and cash
contributions and distributions for the appropriate periods. In addition, the Company recorded adjustments to reflect the amortization
of basis differences attributable to the fair values in excess of net book values of identified tangible and intangible assets. Based ona
preliminary valuation, the fair value in excess of book value was attributed to in-process research and development related to a
License and Collaboration Agreement for fidaxomicin and an Intellectual Property Assignment and License Agreement related to
OBI's OPT-822/821 program (see Note 6). For the period post de-consolidation, the Company’s equity method investment in OBI
had been reduced by $1.8 million to reflect its share in OBI losses during that period. Any difference between the carrying amount of
the investment on the Company’s balance sheet and the underlying equity in net assets was evaluated for impairment at each reporting
period.

In May 2012, the Company purchased, at cost, 924,000 shares in OBI from the Company’s President and Chief Executive
Officer for approximately $0.5 million, resulting in an increase in the fair value of the Company’s investment in OBL

During the fourth quarter of 2012, the Company sold all of its equity interest in OBI for $60.0 million in gross proceeds. The
gain attributed to the sale of OBI stock was $31.5 million.

10. Income Taxes

During the year ended December 31, 2012, the Company completed a Section 382/383 analysis regarding the limitation of
net operating loss and research and development credit carryforwards and determined that the entire amount of federal and state NOL
and credit carryovers is available for utilization, subject to an annual limitation. Any carryforwards that will expire, prior to utilization
and as a result of future limitations, will be removed from deferred tax assets with a corresponding reduction in the valuation
allowance.

At December 31, 2012, the Company had federal, state and foreign tax net operating loss carryforwards of approximately
$184.0 million, $195.1 million and $7.3 million, respectively. If not utilized, the net operating carryforwards will begin expiring in
2020 for federal purposes and in 2015 for state purposes. The foreign loss carryforwards will begin expiring in 2019. In addition, the
Company has federal and California research tax credit carryforwards of approximately $7.0 million and $4.7 million, respectively.
The federal research and development credits carryforwards will begin to expire in 2020 unless previously utilized. The California
research and development credit carryforwards do not expire. Under Sections 382 and 383 of the Internal Revenue Code of 1986, as
amended, substantial changes in our ownership may limit the amount of net operating loss and tax credit carryforwards that can be
utilized annually in the future to offset taxable income. Any such annual limitations may significantly reduce out utilization of the net
operating losses and credits before they expire. '

The Company has $3.7 million of net operating loss carryforwards related to excess stock option deductions which will result
in an increase to additional paid-in-capital and a decrease in income taxes payable when the tax loss carryforwards are utilized.

The components of the income (loss) before provision for income taxes are as follows:

2012 ‘ 011 2010

UNited SEALES ..oovvvveeeeceerrees e seeesenesensesessseseesesenees $ (29,720,000) $ 12,666,000 §$ (44.309,000)
FOTEAGI v eeeesereeeeesemeeseressssseesesssessseseseemeresesessesee (6,872,000) (4,795,000) (3,000,000)
$ (36,592,000) $ 7,871,000 $ (47,309,000)

Intraperiod tax allocation rules require the Company to allocate its provision for income taxes between continuing operations
and other categories of earnings, such as other comprehensive income. In periods in which the Company has a year-to-date pre-tax
loss from continuing operations and pre-tax income in other categories of earnings, such as other comprehensive income, the
Company must allocate the tax provision to the other categories of earnings. The Company then records a related tax benefit in
continuing operations. During 2012, the Company recorded unrealized gains on our investments in available-for-sale securities in
other comprehensive income net of taxes. As a result, the Company recorded a $281,000 tax benefit in continuing operations and a
$281,000 tax expense in other comprehensive income for the year ended December 31, 2012.
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The provision for income taxes from continuing operations consists of the following:

2012 2011 2010
Current:
Federal .....cooovvveveirieeeerireinsesresssssesssessssssssnonaes $ 867,000 $ — 3 —
SEALE veveeeeririrreeiieeecrereeeeeesaersessessessnessosnssnesanane 24,000 20,000 —
FOTeign....cccveeuieceiiiiniiiiciinicstcnnrcsrenteesaseseene — — —
SUBLOLAL ..oveeveereeeiereeee et - ‘ 891,000 20,000 —
Deferred: .
Federal .......ooiieeeeeeccecrcrreeersessisssnesnnns (1,140,000) — —
STALE .ooveeeerirrrrenrrreeeeice e ste s ssres e ‘ (32,000) — —
Subtotal ......coeiiieiiecerereecrcreeei s (1,172,000) — —
TOtAl oot rre et $ (281,000) $ 20,000 $ —

Significant components of the Company’s deferred tax assets as of December 31, 2012 and 2011 are listed below. A ,
valuation allowance of $101.9 million and $88.5 million at December 31, 2012 and 2011, respectively, has been recognized to offset
the net deferred tax assets as realization of such assets is uncertain. Amounts are shown as of December 31, of the respective years:

2012 2011

Deferred tax assets:
Net operating 108s CAITYfOrWards .........cecveueureeieririiseninsinmsssnssinsesenssissasssssssssses $ 74,575,000 $ 65,478,000
TAX CTEAILS ..evvivieriierrireeeeeerresecessessseetersnesrasessessaesseeessssstosasssssasssesorssssnssonsesnsessaen 10,133,000 9,559,000
Capitalized HEENSE, NEL ...ccvoeeeveereririeiieieecicnerctse it iessterssr e ese s e s svassassens 4,161,000 4,728,000
Stock based COMPENSALION .....c.ceververereeeeerenirsieesiesesnerisiestestesnsssssnesessensassassassasneneas 9,441,000 6,441,000
OLhET, NEL evevvenviiecerereeteereeie e ee e e aesre s e et earsesatesseaess s e ssteesesatenterassusesassnssbsoraes 4,715,000 2,251,000
Total deferred taX ASSELS ....ceveviiereiririirerrerescieisesnsrsereessesensarssssraraasessseesesasessonssasnsses 103,025,000 88,457,000
Valuation allowance for deferred tax assets .........cccvveererercnseniresnsniniiinnennnn. (101,853,000) (88,457,000)
Net deferred tAX @SSELS. v.evvvvreieiirreeeeirseereessrsreersssssessessssiesssssnesssosarsssesessasesssessanasses 1,172,000 —_
Unrealized gain on inVeStMENtS .........cocvvveriniervinricrniininitisinsersnesesinssasssesasseses ' (281,000) —

S 891,000 $ —

Income taxes computed by applying the U.S. Federal statutory rates to income from continuing operations before income
taxes are reconciled to the provision for income taxes set forth in the statement of earnings as follows:

2012 2011 2010

Tax expense (benefit) at statutory federal rate ................ $ (12,441,000) $ 2,676,000  $ (16,085,000)
State tax expense (benefit), net of federal ...........cocuee. (650,000) 53,000 (2,758,000)
Sales and deconsolidation of OBI ...........c.cccvveeereenerencees (1,819,000) — —
Foreign subsidiary transactions ...........ccceceveevieivreneseesnes 462,000 161,000 77,000
Generation of research and development credits ............ (548,000) (2,047,000) (1,273,000)
Stock COMPENSALION EXPENSE ..evvereriereenmereerersesussaernesessenns 604,000 - 317,000 (14,000)
Meals and entertainment ...........ccceeeeerevervreeeeeeereerersvenaneens 639,000 223,000 ‘ —_—
Non-deductible legal eXpenses .........couevverieivievcecneinnens 289,000 — —
Non-deductible R&D expenses claimed as credits ......... 11,000 505,000 356,000
Change in state effective rate .........cocoovvimnrvnciieecinnnns 516,000 1,068,000 —
OThET .ot svesae s s s et e e sres (739,000) (402,000) 92,000
Change in valuation allowance .........c.cccevevenirciseennnnnn 13,395,000 (2,534,000) 19,605,000

$ (281,000) $ 20,000 $ —

Due to operating losses since inception, a valuation allowance has been recognized to offset net deferred tax assets as
realization of such deferred tax assets in not more likely than not. During fiscal 2012 and 2011, the valuation allowance on deferred
tax assets increased by $13.4 million and decreased by $2.5 million, respectively.

Under the accounting guidance related to uncertain tax positions, the impact of an uncertain income tax position on the
income tax return must be recognized at the largest amount that is more-likely-than-not to be sustained upon audit by the relevant
taxing authority. An uncertain income tax position will not be recognized if it has less than a 50% likelihood of being sustained.
Additionally, the guidance provides guidance on derecognition, classification, interest and penalties, accounting in interim periods,
disclosure and transition.
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There were no unrecognized tax benefits as of the date the Company adopted this guidance. As a result of the implementation
of the guidance, the Company did not recognize an increase in the liability for unrecognized tax benefits and did not have any
unrecognized tax benefits included in the balance sheet that would, if recognized, affect the effective tax rate. The adoption of the
guidance did not impact the Company’s financial condition, results of operations or cash flows.

The Company’s practice is to recognize interest and/or penalties related to income tax matters in income tax expense. The
Company had no accrual for interest or penalties on the Company’s Consolidated Balance Sheets at December 31, 2012 or
December 31, 2011, and has not recognized interest and/or penalties in the statement of comprehensive income (loss) for the year
ended December 31, 2012.

The Company is subject to taxation in the United States and various state and foreign jurisdictions. The Company’s tax years
for 2000 and forward are subject to examination by the United States and California tax authorities due to the carry forward of
unutilized net operating losses and R&D credits.

The following table summarizes the changes to unrecognized tax benefits for the years ended December 31, 2012 and 2011:

Unrecognized tax benefits at January 1, 2011 .......cccovuveeerrirnirrnrenrereeneerneresseeesessessessssssssassesens $ —
Increase (decrease) CUITENt YEAr POSILIONS .......ecevirueiireerereasenrerenssesesseresseressssssasessesessesesassessssnssesesanes —
Increase (decrease) Prior YEAr POSIHIONS ..........ccecrerrrreererrentesresserereesessesseseesessesessssessesessassssessessesessenes —

Unrecognized tax benefits at December 31, 2011 ......cocciiiiiiinincinnniineneneeseereeessssessssesesnens

Increase (decrease) CUITEnt YEAr POSILIONS ......c.eceverereeriererereerererersesseserssssessessesassesesessessesessessesassesaie 385,000
Increase (decrease) Prior YEar POSILIONS .....ccuiveverriieirieresseresierenseessriensseesessesessassansssesensssesesssassesesanes 1,502,000
Unrecognized tax benefits at December 31, 2012.........couivvivimiieeieneeeerereeeerese s e ssessesesanennas 1,887,000

As of December 31, 2012, the Company had $1,887,000 of unrecognized tax benefits that, if recognized and realized, would
affect the effective tax rate. In the next twelve months, the Company does not expect a significant change in its unrecognized tax
benefits.

The future utilization of the Company’s research and development credit carry forwards and net operating loss carryforwards
to offset future taxable income may be subject to an annual limitation as a result of ownership changes that may have occurred
previously or may occur in the future. The Tax Reform Act of 1986 (the “Act™) limits a company’s ability to utilize certain tax credit
carryforwards and net operating loss carryforwards in the event of a cumulative change in ownershlp in excess of 50% as defined in
the Act.

The American Taxpayer Relief Act of 2012, which reinstated the United States Federal Research and Development Tax
Credit retroactively from January 1, 2012 through December 31, 2013, was not enacted into law until the first quarter of 2013.
Therefore, the expected tax benefit resultmg from such reinstatement for 2012 will not be reflected in the Company’s estimated annual
effective tax rate until 2013.

11. Employee Benefit Plans
Effective January 1, 2000, the Company established a 401(k) plan covering substantially all employees. Employees may
contribute up to 100% of their compensation per year (subject to a maximum limit prescribed by federal tax law). Starting in 2012,

the Company elected to match $0.25 of every dollar on the first 4% of the employee’s salary that is contnbuted to the plan. The
Company did not elect to make any contributions to the 401(k) plan in 2011 and 2010.

12. Geographic Information

Revenues

Information regarding the Company’s revenues by geographic area since it began sales in 2011 is as follows:

December 31,
2012 2011
(in thousands)
United States ......cccovevereiveneerirreneenserereeeessreeeeresseesersenes $ 61,991 $ 21,511
X = United States........cvovvvrreceieeieeeeeeseeeeeeeeeseenesenenaenne . 39,538 122,749
$ 101,529 § 144,260

Does not include grant revenues.
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Long-lived Assets

Information regarding the Company’s long-lived assets by geographic area is as follows:

As of December 31,
2012 2011 2010
(in thousands)
UNIted STALES ..ovvveierreeirrreeiieenieeererrerieseseressressosseessaesssseesaneeseeses $ 4,237 $ 2,358 § 590
CaANAAA ..ooveieiieeeeceeeere e es e st e re e enesressoneesenes 52 — ’ —_
TAIWAIL ..oecvieerieerreeeseeerreerereesesseessseasssssessanssssessssesssssasssnessasasenn — 233 108
TOLAL «ovvierrieereeeiieeiieeeeeeesseeeseeenraesaesebeaessaesessasessaessnsessssenans $ 4289 § 2,591 §$ 698

13. Quarterly Financial Data (Unaudited)

Selected quarterly consolidated financial data are shown below (in thousands, except per share data).

First Second Third Fourth
Quarter Quarter Quarter Quarter
2012 Quarters
TOLAl TEVENUE ..oevenveeeieeeeeneceisteesrerisresnrenresesseerens $ 14383 §$ 49,757 $ 17,876 $ 19,515
Cost of product sales ........cccceceevirveiceninrennnuencnnens 1,217(1) 1,484(1) 1,421 1,364
Cost of CONtract reVeNUe ........cccceveeveereieenrerisrierennes 1,068(1) 2,530(1) 1,213 1,652
Operating EXpenses ........co.ceerveeereerereereranesessesseseoses 48,956 49,429 44,147 49,836
Income (loss) from operations .........c.ceceevcereeeernenne (34,573) 328 (26,272) (30,320)
Gain on de-consolidation of OBI...........ccccceevvveennnn. 23,782 — — —
Gain on sale of OBI shares .........ccccoeeuverveeeenvercrnnnens — — — 31,501
Loss related to equity method investment................ (486) (669) (694) —
Consolidated net income (10SS) ...covveevveerreerrecnreencnne (11,201) (296) (26,771) 1,001
Net income (loss) attributable to Optimer
Pharmaceuticals, Inc. common stockholders ...... $ (10,920) $ 296) $ . (26,771) $ 1,001
Basic net income (loss) attributable to Optimer )
Pharmaceuticals, Inc. common stockholders ...... $ 0.23) $ 0.01) $ 0.56) $ 0.02
Diluted net income (loss) attributable to Optimer
Pharmaceuticals, Inc. common stockholders ...... $ 0.23) $ 0.01) $ 0.56) $ 0.02
First Second Third Fourth
Quarter Quarter Quarter Quarter
2011 Quarters
TOtAl TEVENMUE ...veeeeeeeeeeeeeeeeeeeeeeeeeveeereesanesaessssassnens $ 69277 $ 33 % 11,052  $ 64,616
Operating EXPenses ........ccceeeerrererrersesresseresessaraenes 24,458 25,051 37,966 51,864
Income (loss) from operations .........c.cceeceeeeeeveernen. 44,819 (25,018) (26,914) 12,752
Consolidated net income (10SS) .....coceeveererererreerueneene 44,842 (24,922) (26,806) 12,815
Net income (loss) attributable to Optimer
Pharmaceuticals, Inc. common stockholders ...... $ 45,133  $ (24,239) $ (26,427) $ 13,354
Basic net income (loss) attributable to Optimer
Pharmaceuticals, Inc. common stockholders ...... $ 1.06 $ (0.52) $ 0.57) $ 0.29
Diluted net income (loss) attributable to Optimer
Pharmaceuticals, Inc. common stockholders ...... $ 1.04 §$ 0.52) $ 0.57) 3 0.28

(1) Amount adjusted to reclassify cost of contracts from cost of product sales.
14. Subsequent Event

On February 26, 2013, the Board of Directors appointed Henry A. McKinnell, Ph.D., the Chairman of the Company’s Board
of Directors, as its Chief Executive Officer. Dr. McKinnell replaced Pedro Lichtinger, who served as the Company’s President and
Chief Executive Officer beginning in May 2010. The Board of Directors also appointed Meredith Schaum to replace Kurt Hartman as
the Company’s General Counsel and Chief Compliance Officer. The independent members of the Board of Directors recommended to
the Board of Directors that the foregoing management changes were appropriate following their review of prior compliance, record
keeping and conflict-of interest issues observed during the review, including issues arising from the conduct of its personnel who were
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the subject of the changes in management and leadership announced in April 2012. The previously disclosed investigations of these
issues by the relevant U.S. authorities are ongoing and the Company is continuing to cooperate with those authorities.

In connection with Mr. Lichtinger’s resignation, the Company expects to enter into a separation agreement, pursuant to which
Mr. Lichtinger will receive the following benefits: (i) an amount equal to 24 months of his base salary and a cash bonus based on 2012
performance, in each case less-applicable tax withholdings; (ii) 24 months of continued group health benefits; and (iii) acceleration of
30,500 unvested restricted stock units and 230,292 unvested stock options with a weighted average exercise price of $12.53.

In connection with Mr. Hartman’s resignation, the Company entered into a separation agreement with Mr. Hartman, executed
on March 2, 2013, pursuant to which Mr. Hartman will receive the following benefits: (i) an amount equal to 15 months of his base
salary and a cash bonus based on 2012 performance, in each case, less applicable tax withholdings; (ii) 15 months of continued group
health benefits; and.(iii) acceleration of 1,167 unvested restricted stock units and 37,109 unvested stock options with a welghted
average exercise price of $10.18. »

On February 27, 2013, the Company’s Board of Directors announced that it had commenced a process to explore a full range
of strategic alternatives, including a possible sale of the Company. In connection with this process, the Company have engaged J.P.
Morgan and Centerview Partners as its financial advisers. In conjunction with this process, the Company’s Board of Directors adopted
a stockholder rights plan to protect its stockholders while the strategic review is being conducted.
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Exhibit 31.1

CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Henry A. McKinnell, certify that:
1. I have reviewed this annual report on Form 10-K of Optimer Pharmaceuticals, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with
respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in
this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(¢e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under
our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to
us by others within those entities, particularly during the period in which this report is being prepared;

b) Desxgned such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to prov1de reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such
evaluation; and :

d)  Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected,
or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the
equivalent functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which
are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s
internal control over financial reporting.

Date: March 18, 2013

/s/ Henry A. McKinnell
Henry A. McKinnell

Chief Executive Officer
(Principal Executive Officer)




Exhibit 31.2

CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Stephen W. Webster, certify that:
1. T have reviewed this annual report on Form 10-K of Optimer Pharmaceuticals, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with
respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in
this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (és
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under
our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to
us by others within those entities, particularly during the period in which this report is being prepared; :

b)  Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generalily accepted accounting principles;

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such
evaluation; and

d)  Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected,
or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or | persons performing the
equivalent functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which
are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s
internal control over financial reporting.

Date: March 18, 2013

/s/ Stephen W. Webster

Stephen W. Webster

Chief Financial Officer

(Principal Financial and Accounting Officer)




Exhibit 32
CERTIFICATION

Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (18 U.S.C. § 1350, as adopted), Henry A. McKinnell, the Chief
Executive Officer of Optimer Pharmaceuticals, Inc. (the “Company”), and Stephen W. Webster, the Chief Financial Officer of the
Company, each hereby certifies that, to the best of his knowledge:

1. The Company’s Annual Report on Form 10-K for the year ended December 31, 2012, to which this Certification is attached as
Exhibit 32 (the “Annual Report”), fully complies with the requirements of Section 13(a) or Section 15(d) of the Securities
Exchange Act of 1934, as amended; and

2. The information contained in the Annual Report fairly presents, in all material respects, the financial condition of the Company at
the end of the period covered by the Annual Report and results of operations of the Company for the period covered by the
Annual Report.

Dated: March 18, 2013

/s/ Henry A. McKinnell /s/ Stephen W. Webster

Henry A. McKinnell . Stephen W. Webster

Chief Executive Officer Chief Financial Officer

(Principal Executive Officer) (Principal Financial and Accounting Officer)

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the
Company and furnished to the Securities and Exchange Commission or its staff upon request.

This certification accompanies the Form 10-K to which it relates, is not deemed filed with the Securities and Exchange Commission
and is not to be incorporated by reference into any filing of the Company under the Securities Act of 1933, as amended, or Securities
Exchange Act of 1934, as amended (whether made before or after the date of the Form 10-K), irrespective of any general
incorporation language contained in such filing.
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Optimer Pharmaceuticals, Inc.

101 Hudson Street, Suite 3501
‘Jersey City, NJ 07302

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
To Be Held On May 8, 2013
Dear Stockholder:

You are cordially invited to attend the 2013 Annual Meeting of Stockholders of Optimer Pharmaceuticals, Inc., a Delaware
corporation (the “Company™). The meeting will be held on Wednesday, May 8, 2013, at 8:00 a.m. Eastern Daylight time at the Grand
Hyatt New York located at 109 East 42nd Street, New York, NY, 10017 for the following purposes:

1. To elect the three nominees for director named in the Proxy Statement to hold office until the 2016 Annual Meeting of
Stockholders.

2. To ratify the selection by the Audit Committee of the Board of Directors of Emst & Young LLP as our independent
registered public accounting firm for our fiscal year ending December 31, 2013.

3. To approve, on an advisory basis, the compensation of the Company’s named executive officers, as disclosed in the
Proxy Statement.

4. To conduct any other business properly brought before the meeting. -
These items of business are more fully described in the Proxy Statement accompanying this Notice.

The record date for the meeting is March 11, 2013. Only stockholders of record at the close of business on that date may
vote at the meeting or any adjournment thereof.

By Order of the Board of Directors,

M ?ﬂe/(ww

Henry A. McKinnell, Ph.D.
Chairman of the Board and Chief Executive Officer

Jersey City, New Jersey
April 12,2013

You are cordially invited to attend the meeting in person. Whether or not you expect to attend the meeting, please complete,
date, sign and return the enclosed proxy card as instructed in these materials, as promptly as possible in order to ensure your
representation at the meeting. A return envelope (which is postage prepaid if mailed in the United States) is enclosed for your
convenience. Even if you have voted by proxy, you may still vote in person if you attend the meeting. Please note, however, that if
your shares are held of record by a broker, bank or other nominee and you wish to vote at the meeting, you must obtain a proxy issued

_in your name from that record holder.

Important Notice Regarding the Availability of Proxy Materials for the Stockholder Meeting to be Held on May 8,
2013. The Proxy Statement and our Annual Report on Form 10-K for the fiscal year ended December 31, 2012 are available
at: http://viewproxy.com/optimerpharma/2013/.






Optimer Pharmaceuticals, Inc.
101 Hudson Street, Suite 3501
Jersey City, NJ 07302

PROXY STATEMENT
FOR THE 2013 ANNUAL MEETING OF STOCKHOLDERS

QUESTIONS AND ANSWERS ABOUT THIS PROXY MATERIAL AND VOTING

Why am I receiving these materials?

We have sent you this proxy statement and the enclosed proxy card because the Board of Directors of Optimer
Pharmaceuticals, Inc. (sometimes referred to as the “Company” or “Optimer”) is soliciting your proxy to vote at the 2013 Annual
Meeting of Stockholders (the “Annual Meeting”), including at any adjournments or postponements of the Annual Meeting. You are
invited to attend the Annual Meeting to vote on the proposals described in this proxy statement. However, you do not need to attend
the Annual Meeting to vote your shares. Instead, you may simply complete, sign and return the enclosed proxy card.

The Company intends to mail this proxy statement and accompanying proxy card on or about April 12, 2013 to all
stockholders of record entitled to vote at the Annual Meeting.

Who can vote at the Annual Meeting?

Only stockholders of record at the close of business on March 11, 2013 will be entitled to vote at the Annual Meeting. On
this record date, there were 47,900,542 shares of common stock outstanding and entitled to vote.

- Stockholder of Record: Shares Registered in Your Name

If at the close of business on March 11, 2013 your shares were registered directly in your name with our transfer agent,
American Stock Transfer & Trust Company, then you are a stockholder of record. As a stockholder of record, you may vote in person
at the Annual Meeting or vote by proxy. Whether or not you plan to attend the Annual Meeting, we urge you to fill out and return the

enclosed proxy card.
Beneficial Owner: Shares Registered in the Name of a Broker, Bank or Other Nominee

‘ If at the close of business on March 11, 2013 your shares were held, not in your name, but rather in an account at a brokerage
firm, bank, dealer or other similar organization, then you are the beneficial owner of shares held in “street name” and these proxy
materials are being forwarded to you by the organization holding your aceount. The organization holding your account is considered
to be the stockholder of record for purposes of voting at the Annual Meeting. As a beneficial owner, you have the right to direct your
broker or other agent regarding how to vote the shares in your account. You are also invited to attend the Annual Meeting. However,
because you are not the stockholder of record, you may not vote your shares in person at the Annual Meeting unless you request and
obtain a valid proxy from your broker or other agent.

‘What matters will be voted on at the Annual Meeting?

There are three matters scheduled for a vote:

. Election of the three nominees for director named herein to hold office until the 2016 Annual Meeting of
Stockholders;
. Ratification of Ernst & Young LLP as independent registered public accounting firm of the Company for its fiscal

year ending December 31, 2013; and

. Advisory approval of the compensation of the Company’s named executive officers, as disclosed in this proxy
statement in accordance with Securities and Exchange Commission (“SEC”) rules.



What if another matter is properly brought before the Annual Meeting?

The Board of Directors knows of no other matters that will be presented for consideration at the Annual Meeting. If any
other matters are properly brought before the Annual Meeting, it is the intention of the persons named in the accompanying proxy to
vote on those matters in accordance with their best judgment.

How do I vote?

You may either vote “For” each of the nominees to the Board of Directors named herein or you may “Withhold” your vote
for any nominee you specify. For each of the other matters to be voted on, you may vote “For” or “Against” or abstain from voting.
The procedures for voting are as follows: '

Stockholder of Record: Shares Registered in Your Name

If you are a stockholder of record, you may vote in person at the Annual Meeting or vote by proxy using the enclosed proxy

card. Whether or not you plan to attend the Annual Meeting, we urge you to vote by proxy to ensure your vote is counted. You may
still attend the Annual Meeting and vote in person even if you have already voted by proxy.

. To vote in person, come to the Annual Meeting and we will give you a ballot when you arrive.
. To vote using the proxy card, complete, sign and date the enclosed proxy card and return it promptly in the envelope
provided. ‘

Beneficial Owner: Shares Registered in the Name of a Broker, Bank or Other Nominee

If you are a beneficial owner of shares registered in the name of your broker, bank or other agent, you should have received a
proxy card and voting instructions with these proxy materials from that organization rather than from us. Simply complete and mail
the proxy card to ensure that your vote is counted. To vote in person at the Annual Meeting, you must obtain a valid proxy from your
broker, bank or other agent. Follow the instructions from your broker or bank included with these proxy materials, or contact your
broker or bank to request a proxy form.

How many votes do I have?
On each matter to be voted upon, you have one vote for each share of common stock you owned as of March 11, 2013.
What if I return a proxy card but do not make specific choices?

If you return a signed and dated proxy card without marking any voting selections, your shares will be voted “For All” of the
three nominees for director named herein, “For” the ratification of the selection by our Audit Committee of Ernst & Young LLP as our
independent registered public accounting firm for our fiscal year ending December 31, 2013 and “For” the advisory approval of the
compensation of the Company’s named executive officers. If any other matter is properly presented at the Annual Meeting, your
proxy (one of the individuals named on your proxy card) will vote your shares using his or her best judgment.

Who is paying for this proxy selicitation?

We are paying for the distribution and solicitation of proxies. As a part of this process, we reimburse brokers, nominees,
fiduciaries and other custodians for reasonable fees and expenses in forwarding proxy materials to our stockholders. In addition to
these mailed proxy materials, our directors, employees and Alliance Advisors LLC may also solicit proxies in person, or by other
means of communication. Directors and employees will not be paid any additional compensation for soliciting proxies, but Alliance
Advisors LLC will be paid approximately $6,500, plus out-of pocket expenses, to solicit proxies on our behalf.

What does it mean if I receive more than one proxy card?

If you receive more than one proxy card, your shares are registered in more than one name or are regiStered in different
accounts. Please complete, date, sign and return each proxy card to ensure that all of your shares are voted.



Can I change my vote after submitting my proxy?

Yes. You can revoke your proxy at any time before the final vote at the Annual Meeting. If you are the record holder of
your shares, you may revoke your proxy in any one of three ways:

. You may submit another properly completed proxy card with a later date to Optimer’s Corporate Secretary at 101
Hudson Street, Suite 3501, Jersey City, NJ 07302.

. You may send a timely written notice that you are revoking your proxy to Optimer’s Corporate Secretary at 101
Hudson Street, Suite 3501, Jersey City, NJ 07302.

. You may attend the Annual Meeting and vote in person. Simply attending the Annual Meeting will not, by itself,
revoke your proxy.

If your shares are held by your broker or bank as a nominee or agent, you should follow the instructions provided by your
broker or bank. ‘

When are stockholder proposals due for next year’s Annual Meeting?

To be considered for inclusion in next year’s proxy materials and/or considered at next year’s Annual Meeting, a proposal
must be submitted in writing by December 13, 2013, to Optimer Pharmaceuticals, Inc.; Attn: Corporate Secretary, 101 Hudson Street,
Suite 3501, Jersey City, NJ 07302. If you wish to submit a proposal that is not to be included in next year’s proxy materials or you
wish to nominate a director, you must do so by December 13, 2013.

How are votes counted?

Votes will be counted by the inspector of election appointed for the Annual Meeting, who will separately count, for the
proposal to elect directors, “For” and “Withhold” votes and broker non-votes and, with respect to the other proposals, “For” and
“Against” votes, abstentions and, if applicable, broker non-votes. Abstentions will be counted towards the vote total for each
proposal, and will have the same effect as “Against” votes. Broker non-votes have no effect and will not be counted towards the vote
total for any proposal.

What are “broker non-votes”?

Broker non-votes occur when a beneficial owner of shares held in “street name” does not give instructions to the broker or
nominee holding the shares as to how to vote on matters deemed “non-routine.” Generally, if shares are held in street name, the
beneficial owner of the shares is entitled to give voting instructions to the broker or nominee holding the shares. If the beneficial
owner does not provide voting instructions, the broker or nominee can still vote the shares with respect to matters that are considered
to be “routine,” but not with respect to “non-routine” matters. Under applicable rules and interpretations of the New York Stock
Exchange, “non-routine” matters are matters that may substantially affect the rights or privileges of stockholders, such as mergers,
stockholder proposals, elections of directors (even if not contested) and executive compensation, including advisory stockholder votes
on executive compensation.

How many votes are needed to approve each proposal?

. For the election of directors, the three nominees receiving the most “For” votes from the holders of shares present in
person or represented by proxy and entitled to vote on the election of directors will be elected. Only votes “For All”
or “Withhold All” or “For All Except” will affect the outcome. Broker non-votes will have no effect.

o To be approved, Proposal No. 2, ratification of Ernst & Young LLP as independent registered public accounting .
firm of the Company for its fiscal year ending December 31, 2013, must receive “For” votes from the holders of a
majority of shares present and entitled to vote at the Annual Meeting either in person or by proxy. If you “Abstain”
from voting, it will have the same effect as an “Against” vote.

. Proposal No. 3, advisory approval of the compensation of the Company’s named executive officers, will be
considered to be approved if it receives “For” votes from the holders of a majority of shares present and entitled to
vote at the Annual Meeting either in person or by proxy. If you “Abstain” from voting, it will have the same effect
as an “Against” vote. Broker non-votes will have no effect.



What is the quorum requirement?

A quorum of stockholders is necessary to hold a valid meeting. A quorum will be present if a majority of the issued and
outstanding shares are represented at the meeting in person or by proxy. At the close of business on the record date, there were
47,900,542 shares outstanding and entitled to vote. Thus, the holders of at least 23,950,272 shares must be represented in person or by
proxy to have a quorum. :

Your shares will be counted toward the quorum only if you submit a valid proxy (or one is submitted on your behalf by your
broker, bank or other nominee) or if you vote in person at the meeting, Abstentions and broker non-votes will be counted toward the
quorum requirement. If there is no quorum, the chairperson of the Annual Meeting or the holders of a majority of shares present at the
Annual Meeting may adjourn the Annual Meeting to another date.

How can I find out the results of the voting at the Annual Meeting?

Preliminary voting results will be announced at the Annual Meeting. In addition, final voting results will be published in a
current report on Form 8-K that we expect to file within four business days after the Annual Meeting. If final voting results are not
available to us in time to file a Form 8-K within four business days after the Annual Meeting, we intend to file a Form 8-K to publish
preliminary results and, within four business days after the final results are known to us, file an additional Form 8-K to publish the
final results.

PROPOSAL 1
ELECTION OF DIRECTORS

Our Board of Directors is divided into three classes. Each class consists, as nearly as possible, of one-third of the total
number of directors, and each class has a three-year term. Vacancies on the Board of Directors may be filled by persons elected by a
majority of the remaining directors. A director elected by the Board of Directors to fill a vacancy in a class, including a vacancy
created by an increase in the number of directors, shall serve for the remainder of the full term of that class and until the director’s
successor is elected and qualified.

As a result of Mr. Lichtinger’s resignation in February 2013, the Board of Directors presently has eight members. Although
fewer nominees are named than the number fixed in accordance with our bylaws, proxies cannot be voted for a greater number of
persons than the number of nominees named. The Board of Directors may elect additional members in the future in accordance with
our bylaws. There are three directors in the class whose term of office expires in 2013. Each of the nominees listed below is currently
a director of the Company. Mr. Mark Auerbach and Dr. Joseph Y. Chang were previously elected by the stockholders and
Dr. Stephen L. Newman was appointed by our Board of Directors in July 2012. If elected at the Annual Meeting, each of these
nominees would serve until the 2016 Annual Meeting and until his successor is elected and has qualified, or, if sooner, until the
director’s death, resignation or removal. It is the Company’s policy to encourage directors and nominees for director to attend the
Annual Meeting. All of our directors except for Drs. Joseph Chang and Michael Chang attended the 2012 Annual Meeting of
Stockholders. Directors are elected by a plurality of the votes of the holders of shares present in person or represented by proxy and
entitled to vote on the election of directors. The three nominees receiving the highest number of affirmative votes will be elected.
Shares represented by executed proxies will be voted, if authority to do so is not withheld, for the election of the three nominees
named below. If any nominee becomes unavailable for election as a result of an unexpected occurrence, shares that would have been
voted for that nominee will instead be voted for the election of a substitute nominee proposed by Optimer. Each person nominated for
election has agreed to serve if elected. Our management has no reason to believe that any nominee will be unable to serve.

The following is a brief biography of each nominee and each director whose term will continue after the Annual Meeting and
a discussion of the specific experience, qualifications, atiributes or skills of each person that led the Compensation, Nominating and
Corporate Governance Committee to recommend that person as a nominee for director and that qualify such person to continue as a
director, respectively, as of the date of this proxy statement.



NOMINEES FOR ELECTION FOR A THREE-YEAR TERM EXPIRING AT THE 2016 ANNUAL MEETING

Mark Auerbach

, Mr. Auerbach, 74, has served as a director and Chairman of the Audit Committee since June 2005 and has served as our Lead
Independent Director since February 2013. Over the last 20 years, Mr. Auerbach has served as a director for several companies.
Since 2010, Mr. Auerbach has served as a director, including as the current Chairman of the Audit Committee, of Ventrus
Bioscience, Inc., a development-stage specialty pharmaceutical company focused on the development of late-stage prescription drugs
for gastrointestinal disorders. From January 2006 through March 2010, Mr. Auerbach served as the Chairman of the Board of
Directors for Neuro-Hitech, Inc., an early-stage pharmaceutical company that specializes in brain degenerative diseases. From
June 2007 through August 2009, he served as a director for Collexis Holdings, Inc., a company that develops knowledge management
and discovery software. From July 2007 through February 2009, Mr. Auerbach served as director for RxElite Holdings, Inc., a
company that develops, manufactures and markets generic prescription drug products in specialty generic markets. Mr. Auerbach
received a B.S. degree in accounting from Rider University. Mr. Auerbach’s demonstrated leadership in his field, his knowledge of
finance and his experience in general business and financing matters contribute to our conclusion that he should continue to serve as a
director.

Joseph Y. Chang, Ph.D.

Dr. Joseph Chang, 60, has served as a director since November 1998. Dr. Joseph Chang has served as the Chief Scientific
Officer and Executive Vice President of Nu Skin Enterprises Inc., a publicly-traded personal care and nutritional supplement
company, since February 2006. Dr. Joseph Chang also served as the President of Pharmanex, Nu Skin Enterprises’ nutritional
supplement division, from April 2000 to February 2006. Dr. Joseph Chang served as Vice President of Clinical Studies and
Pharmacology of Pharmanex from 1997 until April 2000. From 1994 until 1997, he was the President and Chief Scientific Officer of
Binary Therapeutics, Inc., a development-stage company in the biotechnology industry. Dr. Joseph Chang received a B.S. degree
from Portsmouth University and a Ph.D. degree from the University of London. Dr. Joseph Chang is not related to Dr. Michael
Chang, who is also a director of the Company. Dr. Joseph Chang’s demonstrated leadership in his field, his knowledge of scientific
matters affecting our business and his understanding of our industry contribute to our conclusion that he should continue to serve as a
director.

Stephen L. Newman, M.D.

Dr. Newman, 62, has served as a director since July 2012. Dr. Newman served in various capacities at Tenet Healthcare
Corporation, a health care delivery and services company, from 1999 to 2012, including serving as Vice Chairman from January 2012
until his retirement in June 2012. Dr. Newman served as Chief Operating Officer of Tenet Healthcare Corporation from January 2007
through December 2011. Dr. Newman also served as Chief Executive Officer of Tenet’s California region from February 2003
through December 2006. Before joining Tenet, Dr. Newman held executive positions at Columbia/HCA Inc. from April 1997 to
February 1999 and served as Senior Vice President and Chief Medical Officer of Touro Infirmary in New Orleans from August 1990
to March 1997. Prior to 1990, Dr. Newman served as Associate Professor of Pediatrics and Medicine at Wright State University
School of Medicine and as Director of Gastroenterology and Nutrition Support at the Children’s Medical Center in Dayton, Ohio.

Dr. Newman recently completed a five-year term on the Board of Directors of the Federation of American Hospitals and currently
serves on the Labor, Education and Healthcare Advisory Committee of the Federal Reserve Bank of Atlanta. Since July 2012,

Dr. Newman has served as a director of Hansen Medical, Inc., a biotechnology company, and since March 2013, Dr. Newman has
served as a director of Cadence Pharmaceuticals, Inc., a biopharmaceutical company. Dr. Newman holds a Bachelor’s degree from
Rutgers University, an M.B.A. from Tulane University and a medical degree from the University of Tennessee. He completed his
internship, residency and fellowship at Emory University School of Medicine. Dr. Newman also completed the Advanced
Management Program at the University of Pennsylvania’s Wharton School of Business. Dr. Newman’s demonstrated leadership in his
field, his knowledge of scientific matters affecting our business and his understanding of our industry contribute to our conclusion that
he should continue to serve as a director. '

THE BOARD OF DIRECTORS RECOMMENDS A VOTE IN FAVOR OF EACH NAMED NOMINEE.



DIRECTORS CONTINUING IN OFFICE UNTIL THE 2014 ANNUAL MEETING
Anthony E. Altig

Mr. Altig, 57, has served as a director since November 2007 and currently serves as the Chairman of the Compensation,
Nominating and Corporate Governance Committee. Mr. Altig has served as the Chief Financial Officer at Biotix Holdings, Inc., a
company that manufactures microbiological consumables, since 2008. From 2004 to 2007, Mr. Altig served as the Chief Financial
Officer of Diversa Corporation (subsequently Verenium Corporation), a publicly-traded company developing specialized industrial
enzymes. Prior to joining Diversa, Mr. Altig served as the Chief Financial Officer of Maxim Pharmaceuticals, Inc., a publicly-traded
biopharmaceutical company, from 2002 to 2004. In addition to these and other corporate positions, Mr. Altig served as a consultant to
the biotechnology and technology industry during his tenure at both PricewaterhouseCoopers LLP and KPMG LLP. In addition,

Mr. Altig serves as a director and Chairman of the Audit Committee for TearLab Corporation, a publicly-traded health care company
focused on evidence-based ophthalmic devices for the diagnosis and treatment of age related eye diseases, and served as a director and
Chairman of the Audit Committee for MultiCell Technologies, Inc., a publicly-traded biopharmaceutical company, until

September 2012. Mr. Altig recently began serving as a director of Ventrus Biosciences, Inc., a development-stage specialty
pharmaceutical company focused on the development of late-stage prescription drugs for gastrointestinal disorders. Mr. Altig
received a B.B.A. degree from the University of Hawaii. Mr. Altig’s demonstrated leadership in his field, his knowledge of finance
and his experience in financing matters contribute to our conclusion that he should serve as a director.

Michael N. Chang, Ph.D.

Dr. Michael Chang, 62, has served as a director since our inception in November 1998, served as the Chairman of our Board
of Directors until April 2012 and served as our President and Chief Executive Officer from November 1998 to May 2010. From
November 1998 to January 2000, Dr. Michael Chang was the Chief Scientific Officer of Nu Skin Enterprises, Inc., a publicly-traded
personal care and nutritional supplement company. Dr. Michael Chang joined Nu Skin Enterprises upon its acquisition of
Pharmanex, Inc., a natural healthcare company, which he founded and where he was employed beginning in January 1995 as Senior
Vice President, Research and Development and Chief Science Officer. Before Pharmanex, Dr. Michael Chang worked for 15 years in
the pharmaceutical industry, at Merck & Co, Inc., a publicly-traded pharmaceutical company, Rhone-Poulenc Rorer Inc., which is
now Sanofi-Aventis, a publicly-traded pharmaceutical company, and ArQule, Inc., a development-stage oncology company.

Dr. Michael Chang received a B.S. degree in chemistry from Fu-Jen University in Taiwan, a Ph.D. degree in organic chemistry from
Brandeis University and post-doctoral training at the Massachusetts Institute of Technology. Dr. Michael Chang is married to Tessie
M. Che, Ph.D., who prior to her retirement in January 2012 was our Chief Operating Officer. Dr. Michael Chang is not related to
Dr. Joseph Chang, who is also a director of the Company. Dr. Michael Chang’s demonstrated leadership in his field, his prior senior
management experience in our industry and his prior experience as our Chief Executive Officer contributed to our prior conclusion
that he should serve as a director. However, due to the views of our Board of Directors regarding Dr. Michael Chang’s actions in his
capacity as our representative on the board of directors of our former subsidiary, Optimer Biotechnology, Inc. (“OBI”) as well as his
failure to identify and effectively manage compliance, record keeping and conflict of interest issues, our Board of Directors removed
Dr. Michael Chang as the Chairman of our Board of Directors in April 2012 and requested that Dr. Michael Chang resign from the
Board of Directors, which he has not. i

Robert L. Zerbe, M.D.

Dr. Zerbe, 62, has served as a director since December 2009. Dr. Zerbe currently serves as Chief Executive Officer and
President at QuatRx Pharmaceutical Company, a private biopharmaceutical company he co-founded in 2000. Prior to founding
QuatRx, Dr. Zerbe served as Senior Vice President of Worldwide Clinical Research and Development jat Warner-Lambert Company, a
pharmaceutical company, during which time he oversaw the successful development programs of Lipitor®, Neurotin® and other
products. Prior to joining Warner-Lambert Company, Dr. Zerbe held a variety of research and development positions, including Vice
President of Clinical Investigation and Regulatory Affairs at Eli Lilly and Company, a pharmaceutical company, in the United States
and the United Kingdom. Dr. Zerbe also serves on the board of directors of Aastrom Biosciences, Inc., a clinical development-stage
company. Dr. Zerbe earned his medical degree at Indiana University and received his post graduate training in internal medicine,
endocrinology and neuroendocrinology at Indiana University and the National Institutes of Mental Health. Dr. Zerbe’s demonstrated
leadership in his field, his understanding of our industry and his prior senior management experience contribute to our conclusion that
he should serve as a director.



DIRECTORS CONTINUING IN OFFICE UNTIL THE 2015 ANNUAL MEETING

Peter E. Grebow, Ph.D.

Dr. Grebow, 66, has served as a director since February 2009. Since March 2011, Dr. Grebow has been employed by P.E.
Grebow Consulting, Inc. From January 1991 to February 2011, Dr. Grebow held several key positions with Cephalon, Inc., a
biopharmaceutical company, including Executive Vice President, Cephalon Ventures, Executive Vice President, Technical
Operations, Senior Vice President, Worldwide Business Development and Senior Vice President, Drug Development. Prior to joining
Cephalon, Dr. Grebow served as the Vice President, Drug Development for Rorer Central Research, a division of Rhone-Poulenc
Rorer Pharmaceuticals Inc., a pharmaceutical company, from 1988 to 1990. Dr. Grebow was appointed as a director of Q
Holdings, Inc., an emerging biopharmaceutical company that utilizes cell-based technologies to develop new treatments for
debilitating diseases of the central nervous system in December of 2011. Additionally, Dr. Grebow serves as a director of
GenSpera, Inc., a development-stage pharmaceutical company focused on the development of prodrug cancer therapeutics for the
treatment of solid tumors including prostate, liver, brain and other cancers. ‘Dr. Grebow received his undergraduate degree from
Cornell University, a Masters of Science in Chemistry from Rutgers University and a Ph.D. in Physical Biochemistry from the
University of California, Santa Barbara. Dr. Grebow’s demonstrated leadership in his field, his knowledge of scientific matters
affecting our business and his understanding of our industry contribute to our conclusion that he should serve as a director.

Henry A. McKinnell, Ph.D.

Dr. McKinnell, 70, has served as our Chief Executive Officer since February 2013, as a director since January 2011 and
served as our Lead Independent Director from February 2012 until he was appointed as the Chairman of our Board of Directors in
April 2012. Dr. McKinnell served as Chairman of the Board of Pfizer Inc., a pharmaceutical company, from May 2001 until his
retirement in December 2006 and Chief Executive Officer from January 2001 to July 2006. Dr. McKinnell currently serves as
Chairman of the Board of Directors of Moody’s Corporation. Dr. McKinnell also serves as Chairman of the Board of the Accordia
Global Health Foundation. He is Chairman Emeritus of the Connecticut Science Center and is a member of the Academic Alliance for
AIDS Care and Prevention in Africa. Dr. McKinnell also served as director of ExxonMobil Corporation from 2002 until 2007 and
served as a director of John Wiley & Sons from 1996 until 2005. Dr. McKinnell holds a Bachelor’s degree in business from the
University of British Columbia, and M.B.A. and Ph.D. degrees from the Stanford University Graduate School of Business. ‘
Dr. McKinnell’s demonstrated leadership in the pharmaceutical field, including development and commercialization activities and his
prior senior management experience contribute to our conclusion that he should serve as a director.

INFORMATION REGARDING THE BOARD OF DIRECTORS AND CORPORATE GOVERNANCE
Independence of the Board of Directors

Under the listing standards of the Nasdaq Global Select Market (“NASDAQ”), a majority of the members of a listed
company’s Board of Directors must qualify as “independent,” as affirmatively determined by the Board of Directors. The Board of
Directors consults with the Company’s counsel to ensure that the Board of Directors’ determinations are consistent with relevant -
securities and other laws and regulations regarding the definition of “independent,” including those set forth in pertinent NASDAQ
listing standards, as in effect from time to time.

Consistent with these considerations, after review of all relevant transactions and relationships between each current director
and former director who served during 2012, or any of his family members, and Optimer, its senior management and its independent
registered public accounting firm, the Board of Directors has affirmatively determined that each of our directors that served during
2012 was an independent director within the meaning of the applicable NASDAQ listing standards, except for Mr. Lichtinger, our
former director, President and Chief Executive Officer and Dr. Michael Chang. Mr. Lichtinger and Dr. Michael Chang did not qualify
as independent directors by virtue of their employment and consultancy, respectively, with the Company in 2012. Dr. Michael
Chang’s consultancy with the Company was terminated in April 2012.

The Board of Directors has affirmatively determined that each of our current directors is independent within the meaning of
the applicable NASDAAQ listing standards, except for Drs. Michael Chang and McKinnell. Dr. Michael Chang does not qualify as
independent by virtue of the consultancy agreement described above. Dr. McKinnell was an independent director within the meaning
of the applicable NASDAQ listing standards until his appointment as our Chief Executive Officer on February 26, 2013. In making
these independence determinations, the Board of Directors found that none of the independent directors or nominees for director had a
material or other disqualifying relationship with us.



Board of Directors Leadership Structure

Dr. McKinnell is currently our Chief Executive Officer and the Chairman of the Board of Directors. He has served as
Chairman since April 2012 and as Chief Executive Officer since February 2013. The Board of Directors believes that Dr. McKinnell
is well qualified to serve in these roles because of his demonstrated leadership in the pharmaceutical field, including development and
commercialization activities, his prior senior management experience and his past role as the Chairman of the Board of Directors of
Pfizer Inc. In connection with Dr. McKinnell’s appointment as our Chief Executive Officer in February 2013, Mr. Auerbach was
appointed as our Lead Independent Director.

Lead Independent Director

As Lead Independent Director, Mr. Auerbach leads all meetings of the non-management directors held in executive session.
In addition, the Lead Independent Director has the following responsibilities: with the Chief Executive Officer, establish the agenda
for regular Board of Directors meetings; establish the agenda for meetings of the independent directors; coordinate with the committee
chairmen regarding meeting agendas and informational requirements; preside over executive sessions and other meetings of the
independent directors; preside over any portions of meetings of the Board of Directors at which the evaluation or compensation of the
Chief Executive Officer is presented or discussed; preside over any portions of meetings of the Board of Directors at which the
performance of the Board of Directors is presented or discussed; convey any messages from meetings of the independent directors to
the Chief Executive Officer; be available to discuss with other directors any concerns he or she may have about the Company and its
performance and relay these concerns, where appropriate, to the full Board of Directors or the Chief Executive Officer; and be
available to consult with senior executives of the Company.

Role of the Board of Directors in Risk Oversight

The entire Board of Directors, and each of its committees, are involved in overseeing risk associated with the Company. The
Board of Directors and the Audit Committee monitor the Company’s liquidity risk, regulatory risk, operational risk, enterprise risk
and credit risk by conducting regular reviews with management, external auditors and other advisors.  The Audit Committee works
with management in its review of accounting and financial controls, assessment of business risks and legal and ethical compliance
programs. The Audit Committee also periodically meets with the external auditors and discusses the scope and results of the relevant
audits. In July 2012, the Audit Committee approved the engagement of Eisner Amper to conduct certain internal audits and report
directly to the Audit Committee. The Board of Directors and the Compensation, Nominating and Corporate Governance Committee
monitor the Company’s governance risk, succession risk and the Company’s compensation policies and related risks by conducting
regular reviews with management as well as outside advisors.

Meetings of the Board of Directors

The Board of Directors met 11 times during the 2012 fiscal year. In addition, the independent directors have been meeting as
needed in connection with the internal investigation disclosed in our Annual Report on Form 10-K for the fiscal year ended
December 31, 2012. Each Board member attended 75% or more of the aggregate of the meetings of the Board of Directors, and of the
committees on which he served, held during the period for which he was a director or committee member.



Information Regarding Committees of the Board of Directors

The Board of Directors has two standing committees: an Audit Committee and a Compensation, Nominating and Corporate
Governance Committee. Prior to the decision of the Board of Directors in May 2012 to reconstitute the standing committees, the
Board of Directors had four standing committees: an Audit Committee, a Compensation Committee, a Nominating and Corporate
Governance Committee and a Strategy and Science Committee. The following table provides current membership information and
meeting information for the 2012 fiscal year for each of the Board committees:

Compensation,
Nominating and
Corporate
Name Audit Governance
Anthony E. Altig....ccvvereccnieeieieercenereeeeeecienecisieanns ettt naens X X*
Mark AUETDACK ....ivivverieticieteete et ettt see s n e e aesan e e s X* X
JOSEPh Y. Chang .......coeeverirceeecrcrccninisnisret e revearene X X
Michael N. Chang .........ccoeieieiiniineneeeierecrieeteereenie e sessaes s stesnsssesnenns
Peter E. GIeDOW .....coiviiieeeieeeecerrtere s esec et s st sntesas et ssa s e seaassans e X X
Henry A. McKinnell (1)......cccooovvenniiivinnnenecnnan.
Stephen L. Newman.........ccccecevevvinernnenn RO X X
Robert L. Zerbe..........cccceeeeennnee. X X
Total meetings in fiscal 2012 (2) ...c.cccovvvvvinnininan, . 9 4(3)

*  Committee Chairperson

(1) Resigned from the Audit Committee and the Compensation, Nominating and Corporate Governance Committee in February 2013 in connection with his
appointment as our Chief Executive Officer.

(2) The Strategy and Science Committee did not meet in 2012 and was disbanded in May 2012 in connection with the reconstitution of the standing committees.

(3) In addition to the meetings of the Compensation, Nominating and Coxporate Governance Committee, prior to the reconstitution of the standing committees, from
January 1, 2012 until May 9, 2012, the Compensation Committee met six times and the Nominating and Corporate Governance Committee met two times. The
Compensation, Nominating and Corporate Governance Committee also has a standing sub-comm1ttee, the Inducement Award Sub-Committee. This sub-
committee met once in 2012.

Below is a description of each committee of the Board of Directors. The Board of Directors has determined that each
member of the Audit Committee and the Compensation, Nominating and Corporate Governance Committee qualifies as
“1ndependent” under the applicable NASDAQ rules and regulations and that each such member is free of any relationship that would
impair his exercise of independent judgment with regard to the Company.

Audit Committee

The Audit Committee was established by the Board of Directors in accordance with Section 3(a)(58)(A) of the Securities
Exchange Act of 1934, as amended (the “Exchange Act”) and oversees the Company’s corporate accounting and financial reporting
process. For this purpose, the Audit Committee performs several functions. Among other things, the Audit Committee evaluates the
performance of, and assesses the qualifications of, the independent registered public accounting firm; determines whether to retain or
terminate the existing independent registered public accounting firm or to appoint and engage a new independent registered public
accounting firm; approves all audit engagement fees and the terms of all non-audit engagements; confers with management and the
independent registered public accounting firm regarding the effectiveness of internal controls over financial reporting; establishes
procedures, as required under applicable law, for the receipt, retention and treatment of complaints received by us regarding
accounting, internal accounting controls or auditing matters and the confidential and anonymous submission by employees of
concerns regarding questionable accounting or auditing matters; reviews the financial statements to be included in our Annual Report
on Form 10-K; and discusses with management and our independent registered public accounting firm the results of the annual audit
and the results of the Company’s quarterly financial statements. '

Currently, the Audit Committee is comprised of six directors: Messrs. Auerbach and Altig, and Drs. Joseph Chang, Grebow,
Newman and Zerbe. Mr. Auerbach is the Chairman of the Audit Committee. Our Board of Directors has determined that
Messrs. Auerbach and Altig and Dr. Zerbe qualify as independent directors and “audit committee financial experts,” as defined in the
applicable rules of the SEC. Our Board of Directors made a qualitative assessment of each Audit Committee member’s level of
knowledge and experience based on a number of factors, including their formal education and prior work experience.

The Audit Committee has adopted a written charter that is available on the Company’s website at www.optimerpharma.com
and met nine times during the fiscal year ended December 31, 2012.



Report of the Audit Committee of the Board of Directors

The Audit Committee has reviewed and discussed the audited financial statements for the fiscal year ended December 31,
2012, with the Company’s management. The Audit Committee has discussed with the independent registered public accounting firm
the matters required to be discussed by the Statement on Auditing Standards No. 61, as amended (AICPA, Professional Standards,
Vol. 1, AU section 380), as adopted by the Public Company Accounting Oversight Board (“PCAOB”) in Rule 3200T. The Audit
Committee has also received the written disclosures and the letter from the independent registered public accounting firm required by
applicable requirements of the PCAOB regarding the independent accounting firm’s communications with the Audit Committee
concerning independence, and has discussed with the independent registered public accounting firm the independent accountants’
independence. Based on the foregoing, the Audit Committee has recommended to the Board of Directors that the audited financial
statements be included in the Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2012.

AUDIT COMMITTEE
Mr. Mark Auerbach

Mr. Anthony E. Altig
Dr. Joseph Y. Chang
Dr. Peter E. Grebow

Dr. Stephen L. Newman
Dr. Robert L. Zerbe

The material in this report is not “soliciting material,” is not deemed “filed” with the SEC and is not to be incorporated by
reference in any filing of the Company under the Securities Act of 1933, as amended (the “Securities Act”), or the Exchange Act,
whether made before or after the date hereof and irrespective of any general incorporation language in any such filing.

Compensation, Nominating and Corporate Governance Committee

Currently, the Compensation, Nominating and Corporate Governance Committee consists of Messrs. Auerbach and Altig,
and Drs. Joseph Chang, Grebow, Newman and Zerbe. The functions of this committee include, among other things:

. evaluating and approving material compensation plans and programs applicable to the Company’s executive officers
and directors, as well as modifications and terminations of such plans and programs;

. administering the Company’s compensation plans and programs, establishing guidelfnes under such plans and
programs, interpreting plan documents, selecting participants, approving grants and awards and exercising such
other power and authority as may be permitted or required under such plans;

. reviewing (in consultation with the Board of Directors) and approving corporate goals and objectives relevant to the
compensation of the Chief Executive Officer and the Company’s other executive officers, and evaluating their
performance in light thereof;

. reviewing and approving the terms of any employment agreements, severance arrangements, change-of-control
protections and any other compensatory arrangements for the Company’s executive officers;

. reviewing and approving the type and amount of compensation to be paid or awarded to Board of Directors
members; i '

. evaluating the current composition, organization and governance of the Board of Dirkctors and its committees;

U evaluating and selecting nominees for election to the Board of Directors; |

. evaluating the performance of and, if appropriate, recommending termination of particular directors in accordance

with the Board of Directors’ governance principles;

. developing and recommending to the Board of Directors a set of corporate governance principles applicable to the
Company and periodically reviewing such principles and recommending to the Board of Directors appropriate
changes; and

o reviewing with the Chief Executive Officer the plans for succession of each of the Company’s executive officers.
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The Compensation, Nominating and Corporate Governance Committee has adopted a written charter that is available on the
Company’s website at www.optimerpharma.com and met four times from May 9, 2012 to December 31, 2012. Prior to the decision of
the Board of Directors in May 2012 to reconstitute the standing committees, the Compensation Committee and the Nominating and
Corporate Governance Committee met six times and two times, respectively, during the fiscal year ended December 31, 2012.

Mr. Altig serves as the Chairman of the Compensation, Nominating and Corporate Governance Committee. :

The Compensation, Nominating and Corporate Governance Committee has the authority to engage the services of outside
advisors to provide support and guidance on our compensation program. In 2012, the Compensation, Nominating and Corporate
Governance Committee retained Radford, an Aon Hewitt Company (“Radford”), as its independent compensation consultant. Radford
reviewed our pay philosophy and peer group to ensure appropriateness, analyzed and recommended our peer group, assessed our
executive compensation program and developed recommendations for base salary, bonus and long-term incentive compensation,
assessed our director cash and equity compensation program to ensure alignment with market practices, reviewed the compensation
landscape with the Compensation, Nominating and Corporate Governance Committee highlighting changes and upcoming potential
changes and participated in other specific projects as needed such as a review of severance and change-in-control arrangements and an
assessment of broad-based equity programs below the senior level.

The Compensation, Nominating and Corporate Governance Committeée uses many sources to identify potential director
candidates, including the network of contacts among our directors, officers and other employees, and may engage outside consultants
and recruiters in this process. As set forth below under “Stockholder Director Recommendations,” the Compensation, Nominating
and Corporate Governance Committee will consider director candidates recommended by our stockholders. The Compensation,
Nominating and Corporate Governance Committee believes that candidates for director should have certain minimum qualifications,
including knowledge of the biopharmaceutical industry and being able to understand basic financial statements. The Compensation,
Nominating and Corporate Governance Committee will consider all relevant factors, which may include, among others, the
candidate’s experience and accomplishments, the usefulness of such experience to our business, the availability of the candidate to
devote sufficient time and attention to Optimer, the candidate’s reputation for integrity and ethics and the candidate’s ability to
exercise sound business judgment. In the case of incumbent directors, our Compensation, Nominating and Corporate Governance
Committee reviews each director’s overall service to the Company during their term, including the number of meetings attended, level
of participation, quality of performance and any other relationships and transactions that might impair such director’s independence.
In the case of new director candidates, the Compensation, Nominating and Corporate Governance Committee also determines whether
the nominee must be independent for NASDAQ purposes, which determination is based upon applicable NASDAQ listing standards,
applicable SEC rules and regulations and the advice of counsel, if necessary. In addition, although we do not have a formal policy on
diversity, the Compensation, Nominating and Corporate Governance Committee believes that Board of Directors should represent
diverse experience at policy-making levels in business, education and technology, and in areas that are relevant to our business
activities. The Compensation, Nominating and Corporate Governance Committee retains the right to modify these qualifications from
time to time, and candidates for director are reviewed in the context of the composition of the then current Board of Directors, our
requirements and the interests of our stockholders. The Compensation, Nominating and Corporate Governance Committee
recommended the nominations of each of the directors nominated for election at the Annual Meeting.

Compensation, Nominating and Corporate Governance Committee Interlocks and Insider Participation

No member of our Compensation, Nominating and Corporate Governance Committee (or the Compensation Committee prior
to May 9, 2012) has ever concurrently been an executive officer or employee of ours. During 2012, Dr. McKinnell served on our
Compensation, Nominating and Corporate Governance Committee. In connection with his appointment as our Chief Executive
Officer in February 2013, Dr. McKinnell resigned from our Compensation, Nominating and Corporate Governance Committee. None
of our executive officers currently serves, or has served during the last completed fiscal year, on the compensation committee or board
of directors of any other entity that has one or more executive officers serving as a member of our Board of Directors or
Compensation, Nominating and Corporate Governance Committee (or the Compensation Committee prior to May 9, 2012).
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Compensation, Nominating and Corporate Governance Committee Report

The Compensation, Nominating and Corporate Governance Committee has reviewed and discussed with management the
Compensation Discussion and Analysis contained in this proxy statement. Based on this review and discussion, the Compensation,
Nominating and Corporate Governance Committee has recommended that the Compensation Discussion and Analysis be included in
this proxy statement and incorporated into our Annual Report on Form 10-K for the fiscal year ended December 31, 2012.

COMPENSATION, NOMINATING AND CORPORATE GOVERNANCE
COMMITTEE :

Mr. Mark Auerbach

Mr. Anthony E. Altig

Dr. Joseph Y. Chang

Dr. Peter E. Grebow

Dr. Stephen L. Newman

Dr. Robert L. Zerbe

The material in this report is not “soliciting material,” is not deemed “filed” with the SEC and is not to be incorporated by
reference in any filing of the Company under the Securities Act or the Exchange Act, whether made before or after the date hereof and
irrespective of any general incorporation language in any such filing. '

Stockholder Director Recommendations

The Compensation, Nominating and Corporate Governance Committee will consider director candidates recommended by
our stockholders. A candidate must be highly qualified and be willing and expressly interested in serving on our Board of Directors.
The Compensation, Nominating and Corporate Governance Committee does not intend to alter the manner in which it evaluates
candidates, including the minimum criteria set forth above, based on whether the candidate was recommended by a stockholder. To
be considered by the Compensation, Nominating and Corporate Governance Committee, a stockholder recommendation for director
candidates for the 2014 Annual Meeting of Stockholders must be received by the committee by December 13, 2013. A stockholder
who wishes to recommend a candidate for the Compensation, Nominating and Corporate Governance Committee’s consideration
should forward the candidate’s name and information about the candidate’s qualifications to our Corporate Secretary, Optimer
Pharmaceuticals, Inc., 101 Hudson Street, Suite 3501, Jersey City, NJ 07302. Submissions must include a representation that the
nominating stockholder is a beneficial or record owner of our stock. Any such submission must be accompanied by the written
consent of the proposed nominee to be named as a nominee and to serve as a director if elected. This procedure does not affect the
deadline for submitting other stockholder proposals for inclusion in the proxy statement, nor does it apply to questions a stockholder
may wish to ask at an annual meeting. Additional information regarding submitting stockholder proposals is set forth in our bylaws.
Stockholders may request a copy of the bylaw provisions relating to stockholder proposals from our Corporate Secretary at Optimer
Pharmaceuticals, Inc., 101 Hudson Street, Suite 3501, Jersey City, NJ 07302.

Stockholder Communications with the Board of Directors

* Our Board of Directors has a formal process by which stockholders may communicate with our Board of Directors or any of
our directors or officers. Stockholders who wish to communicate with our Board of Directors or any of our directors or officers may
do so by sending written communications addressed to such person or persons in care of our Corporate Secretary, Optimer
Pharmaceuticals, Inc., 101 Hudson Street, Suite 3501, Jersey City, NJ 07302. The Company’s Corportate Secretary shall compile and
submit the communications to the addressees on a periodic basis. If our Board of Directors modifies this process, we will post the
revised process on our website. '

Code of Ethics

We have adopted a Code of Business Conduct and Ethics that applies to all of our officers, directors and employees. The
Code of Business Conduct and Ethics is available on our website at www.optimerpharma.com. We will promptly disclose on our
website (i) the nature of any amendment to the Code of Business Conduct and Ethics that applies to our principal executive officer,
principal financial officer, principal accounting officer or controller, or persons performing similar functions and (ii) the nature of any
waiver, including an implicit waiver, from a provision of the Code of Business Conduct and Ethics that is granted to one of these
specified individuals, the name of such person who is granted the waiver and the date of the waiver.
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COMPENSATION AND OTHER INFORMATION
CONCERNING EXECUTIVE OFFICERS, DIRECTORS AND CERTAIN STOCKHOLDERS

Our executive officers and directors and their respective ages and positions are as follows:

Name Age Position

Henry A. McKinnell, Ph.D. ............... 70 Chief Executive Officer and Chairman of the Board
Linda E. Amper, Ph.D...oooiiecincnnns 56 Senior Vice President, Human Resources
Sherwood L. Gorbach, M.D............... 78 Senior Vice President, Chief Scientific Officer
Meredith Schaum........cccceeevenceciinnen 37 General Counsel, Chief Compliance Officer and Secretary
Stephen W. Webster......c.cocoveeininenenns 52 Chief Financial Officer

Anthony E. ARig....coreeeininiinnnes 57 Director

Mark Auerbach ......ccccoeiirennenn reenerenes 74 " Director

Joseph Y. Chang, Ph.D. ....ccooovvrnninnnce 60 Director

Michael N. Chang, Ph.D.....coceenecn 62 Director

Peter E. Grebow, Ph.D..ccc.ooriiinnannee 66 Director

Stephen L. Newman, M.D. ....cccceeneee 62 Director

Robert L. Zerbe, M.D. ....covviiniiiiennnes 62 Director

Executive Officers

Henry A McKinnell, Ph.D., has served as our Chief Executive Officer since February 2013, as a director since January 2011
and served as our Lead Independent Director from February 2012 until he was appointed as the Chairman of our Board of Directors in
April 2012. Dr. McKinnell served as Chairman of the Board of Pfizer Inc., a pharmaceutical company, from May 2001 until his
retirement in December 2006 and Chief Executive Officer from January 2001 to July 2006. Dr. McKinnell currently serves as
Chairman of the Board of Directors of Moody’s Corporation. Dr. McKinnell also serves as Chairman of the Board of the Accordia
Global Health Foundation. He is Chairman Emeritus of the Connecticut Science Center and is a member of the Academic Alliance for
AIDS Care and Prevention in Africa. Dr. McKinnell also served as director of ExxonMobil Corporation from 2002 until 2007 and
served as a director of John Wiley & Sons from 1996 until 2005. Dr. McKinnell holds a Bachelor’s degree in business from the
University of British Columbia, and M.B.A. and Ph.D. degrees from the Stanford University Graduate School of Business.

Linda E. Amper, Ph.D., has served as our Senior Vice President of Human Resources since January 2011. Dr. Amper has
over 20 years of experience in human resources. Prior to joining Optimer, from 2001 to 2010, Dr. Amper was the Senior Vice
President, Human Resources at OSI Pharmaceuticals (now Astellas Pharma), a biotechnology company primarily focused on the
discovery, development and commercialization of molecular-targeted therapies addressing medical needs in oncology, diabetes and
obesity. From 1978 to 2001, Dr. Amper served at the New York Blood Center, where she held several key positions including her
final position as Executive Director and Vice President of Long Island Blood Services, a division of the New York Blood Center and,
just prior, as Vice President, Human Resources for the New York Blood Center. Dr. Amper holds a Ph.D. in philosophy, health
administration from Columbia Southern, a Master of Public Administration with a specialization in health care from Long Island
University, Post, and a B.S. in medical biology from Long Island University, Post.

Sherwood L. Gorbach, M.D., joined us as our Senior Vice President, Medical Affairs and Chief Medical Officer in
November 2005 and has served as our Senior Vice President, Chief Scientific Officer since February 2011. In addition to serving on
the faculties of The Johns Hopkins University, the University of Illinois and UCLA, Dr. Gorbach has been at Tufts University School
of Medicine since 1975 as, among other things, Professor of Medicine, Public Health and Community Health and a Professor in the
School of Nutrition and Social Policy. Dr. Gorbach was also Chief of Infectious Diseases at the New England Medical Center from
1975 to 1987. In 1990, he served as the President of the Massachusetts Infectious Diseases Society, and in 1995, he was the President
of the Society of Microbial Ecology and Disease. Dr. Gorbach received the Lifetime Achievement Award in Recognition of
Exemplary Dedication and Leadership at the 3rd Congress on Anaerobic Bacteria and Infections held in Glasgow, Scotland in 2003.
He was presented the Alexander Fleming Award for Lifetime Achievement in 2007 by the Infectious Diseases Society of America. In
2008, he received a Lifetime Achievement Award from the Anaerobe Society of the Americas and in 2009 he received the Tufts
University Alumni Association Distinguished Service Award. He has served as editor of the Clinical Infectious Diseases Journal for
the past twelve years. Dr. Gorbach received his MLD. at the Tufts University School of Medicine.

Meredith Schaum, has served as our General Counsel, Chief Compliance Officer and Secretary since February 2013, and
served as our Senior Corporate Counsel from January 2012 to February 2013. Prior to joining Optimer, Ms. Schaum was an associate
at the law firm of Dechert LLP from May 2005 to December 2011 and previously was an associate at the law firm of Skadden, Arps,
Slate, Meagher & Flom LLP and Affiliates from 2000 to 2005. Ms. Schaum holds a B.A. in Political Science from Villanova
University and received her J.D. from the University of Pennsylvania Law School.
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Stephen W. Webster, has served as our Chief Financial Officer since June 2012. Prior to joining Optimer, Mr. Webster
served as the Chief Financial Officer of Adolor Corporation from June 2008 until its acquisition by Cubist Pharmaceuticals, Inc. in
December 2011. From 2007 until joining Adolor Corporation in 2008, Mr. Webster served as Managing Director, Investment
Banking Division, Health Care Group for Broadpoint Capital (formerly First Albany Capital). Mr. Webster previously served as co-
founder, President and Chief Executive Officer for Neuronyx, Inc., a biopharmaceutical company. From 1987 to 2000, Mr. Webster
served in positions of increased responsibility, including as Director, Investment Banking Division, Health Care Group for
PaineWebber Incorporated. Mr. Webster holds an A.B. in Economics cum laude from Dartmouth College and a Master of Business
Administration in Finance from The Wharton School of the University of Pennsylvania.

COMPENSATION DISCUSSION AND ANALYSIS

Executive Summary

>

former Chief Executive Officer, our Chief Financial Officer and other executive officers. The highlights of the discussion include:

This Compensation Discussion and Analysis discusses 2012 compensation for our “named executive officers,” including our

. Strong link between pay and performance. In 2012, we saw an increased demand for DIF ICID®, with “sales
revenue” (defined as GAAP U.S. product sales, net) rising from $21.5 million in 2011 to $62.0 million in 2012. We
also made progress in our efforts to establish collaborations and distribution arrangements in international markets
and, through our research and development program, continued to explore opportunities to expand the DIFICID
label. While these developments were positive, 2012 sales revenue did not reach the target level included as a key
performance metric in our named executive officers’ performance-based restricted stock units and performance cash
bonus opportunity for 2012. As a result, performance-based restricted stock units granted in 2012 were earned at
0% of target and were cancelled. Furthermore, performance cash bonuses for 2012, which included the 2012 sales
revenue metric as well as other corporate and personal metrics, were earned between 38% and 65% of target and
were down an average of 43% in dollar terms for named executive officers who received a cash bonus for both 2012
and 2011. We believe that this demonstrates a strong link between pay and performance in our executive
compensation program.

. High ratio of performance-based compensation. For our named executive officers who were employed throughout
2012, an average of 63% of direct compensation paid or awarded for 2012, measured by target grant value or target
bonus opportunity, was performance-based. For our former Chief Executive Officer, 80% was performance-based.
For these executives, an average of 33% of direct compensation for 2012 was in the form of performance restricted
stock units and performance cash bonuses, which were at risk if threshold levels of performance were not met and
were ultimately forfeited or earned at below-target levels, as described above. An average of an additional 26% of
direct compensation for 2012 was in the form of stock options from which the executives will realize value only if

the price of our common stock increases over time.

. Improved corporate governance. In 2012, we adopted stock ownership guidelines for our executive officers and
directors that require the accumulation and maintenance of a substantial interest in our common stock. These
guidelines help to align the interests of our executive officers and directors with those of our stockholders. We also
changed our compensation benchmarking from between the 50th and 60th percentile of our peer group to the 50th
percentile. Finally, following a review of prior compliance, recordkeeping and conflict-of-interest issues by the
independent members of our Board of Directors, we made certain management changes in 2012 and the first quarter
of 2013.

These and other topics are discussed in more detail below.
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Introduction

The year 2012 and the first quarter of 2013 represented a period of significant management transition for Optimer. In
April 2012, we removed Dr. Michael Chang as the Chairman of our Board of Directors and requested that he resign from the Board,
which he has not done. Also in April 2012, the Board of Directors terminated the employment of John D. Prunty, our then-Chief
Financial Officer, and Dr. Youe-Kong Shue, our then-Vice President, Clinical Development. On February 26, 2013, Pedro Lichtinger,
who had served as our President and Chief Executive Officer since May 2010, stepped down and was succeeded as Chief Executive
Officer by the Chairman of our Board of Directors, Dr. McKinnell. In connection with Dr. McKinnell’s appointment, the Board of
Directors appointed Mr. Auerbach, who has served on our Board of Directors since June 2005, as Lead Independent Director. In
addition, also on February 26, 2013, Kurt Hartman stepped down as our General Counsel and Chief Compliance Officer and was
succeeded by Ms. Schaum, previously Senior Corporate Counsel to Optimer. The independent members of our Board of Directors
recommended to the Board of Directors that these management changes were appropriate following a review of prior compliance,
recordkeeping and conflict-of-interest issues.

In accordance with SEC requirements, this Compensation Discussion and Analysis describes the compensation earned in
2012 by Mr. Lichtinger (our President and Chief Executive Officer at the end of 2012), Stephen W. Webster (our Chief Financial
Officer at the end of 2012) and our three executive officers at the end of 2012 who were the most highly compensated for the year: Dr.
Amper (Senior Vice President, Human Resources), Dr. Gorbach (Senior Vice President, Chief Scientific Officer) and Mr. Hartman
(General Counsel and Chief Compliance Officer at the end of 2012). In addition, this Compensation Discussion and Analysis also
describes the compensation earned in 2012 by Mr. Prunty, our former Senior Vice President, Chief Financial Officer, whose
employment with us terminated in April 2012, and Gregory E. Papaz, our former Senior Vice President, U.S. Commercial Operations,
whose employment with us terminated in December 2012. We refer to the foregoing individuals, collectively, as our “named
executive officers.”

Objectives and Philosophy of Executive Compensation

Our executive compensation program was formerly overseen by the Compensation Committee of our Board of Directors,
which was combined with our former Nominating and Corporate Governance Committee of our Board of Directors in May 2012, as
described elsewhere in this proxy statement, and is currently overseen by the combined Compensation, Nominating and Corporate
Governance Committee of our Board of Directors. In this Compensation Discussion and Analysis, references to the “Committee” are
to the Compensation Committee with respect to compensation decisions made through May 9, 2012 and to the Compensation,
Nominating and Corporate Governance Committee with respect to compensation decisions following May 9, 2012. The primary
objectives of the Committee with respect to executive compensation are to attract and retain the most talented and dedicated
executives possible and to structure annual and long-term cash and stock incentives according to a philosophy of pay-for-performance.
To achieve these objectives, the Committee develops and maintains compensation plans that tie a material portion of executives’
overall compensation to key strategic financial and operational goals, such as achievement of target sales revenue, advancement in
research and development and establishment of key strategic relationships. The Committee sets individual executive compensation at
levels the Committee believes are competitive with those executives in other companies of a similar size and stage of development
operating in the biotechnology and pharmaceutical industry based on the process described below, while taking into account our
relative performance and our own strategic goals.

We conduct an annual benchmark review of our executive compensation. This review is conducted by Radford, our external
compensation consultant, and provided to the Committee for discussion and analysis. This review primarily analyzes and compares
annual base salaries, cash bonuses and equity awards to our peer group. We also take into account data available in the Radford
Global Life Sciences Survey (the “Radford Survey”), which is a nationally recognized assessment of executive compensation widely
used within the pharmaceutical industry.

In August 2011, Radford reviewed our historical peer companies to determine if they were still viable, considering merger
and acquisition activity, change in financial profile or business focus and projected changes in our own profile. Radford identified
other potential comparator companies in our market space, which included identifying all publicly-traded, U.S.-based companies in
the pharmaceutical and biopharmaceutical industries and refining the list based generally on targeted criteria of stage of development
(commercial or late Phase 3), employee size (50-500) and market value ($150 million to $2 billion). Radford qualitatively evaluated
each company based on business focus and corporate strategy to determine its appropriateness as a peer and recommended select
companies most similar to us with regard to financial profile and industry focus. The peer group ultimately selected by the Committee
in 2011, which was used to make compensation decisions for 2012, was comprised of the companies below.
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Acorda Therapeutics, Inc. Avanir Pharmaceuticals, Inc. GTx, Inc. Momenta Pharmaceuticals, Inc.

Allos Therapeutics, Inc. Cadence Pharmaceuticals, Inc.  Halozyme Therapeutics, Inc. - OPKO Health, Inc.
AMAG Pharmaceuticals, Inc. Cell Therapeutics, Inc. InterMune, Inc. ’ Savient Pharmaceuticals, Inc.
ARIAD Pharmaceuticals, Inc.  Dyax Corp. MAP Pharmaceuticals, Inc. Spectrum Pharmaceuticals, Inc.

In August 2012, Radford again reviewed our historical peer companies, following the process described above. After
identifying other potential comparator companies in our market space, Radford refined the list based on stage of development
(commercial), employee size (100-1,000), trailing four quarter revenue (less than $300 million) and market value ($200 million to
$2.2 billion). As in 2011, Radford qualitatively evaluated each company based on business focus and corporate strategy to determine
its appropriateness as a peer and recommended select companies most similar to us with regard to financial profile and industry focus.
The peer group ultimately selected by the Commiittee in 2012, which was used to'assess current compensation and to plan changes for
2013, was comprised of the companies below.

Acorda Therapeutics, Inc. Emergent BioSolutions Inc. MAP Pharmaceuticals, Inc. : Santarus, Inc.

Akorn, Inc. Halozyme Therapeutics, Inc.  Momenta Pharmaceuticals, Inc. = SciClone Pharmaceuticals, Inc.
ARIAD Pharmaceuticals, Inc.  Incyte Corporation Nektar Therapeutics. Spectrum Pharmaceuticals, Inc.
Auxilium Pharmaceuticals, Inc.  InterMune, Inc. OPKO Health, Inc. Theravance, Inc.

Avanir Pharmaceuticals, Inc. Isis Pharmaceuticals, Inc. Questcor Pharmaceuticals, Inc.  ViroPharma Incorporated
Dyax Corp. Jazz Pharmaceuticals plc

We benchmark the base salaries, equity holdings and target cash bonuses of our executive officers against the compensation
for similarly-situated executives reported in the Radford Survey and in our peer group. We currently benchmark at the 50th -
percentile, although in 2011 and for the majority of 2012 we benchmarked between the 50th and 60th percentiles. The Committee
believed that a transition to benchmarking at the 50th percentile was appropriate to better reflect Optimer’s commitment to pay-for-
performance and best practices on corporate governance. We believe that the companies in the Radford Survey and in our peer group
provide us with appropriate compensation benchmarks for base salaries, equity holdings and target cash bonuses because these
companies are in the same industry, are of similar size and tend to compete with us for executives. The Committee believes that this
benchmarking is, therefore, an important means of achieving one of its primary objectives of attracting and retaining the best
executives.

In order to achieve the other primary objective of maintaining a pay-for-performance compensation program, the Committee
uses performance-based equity compensation and cash incentives. As described more fully below, the Committee designs these
elements of compensation to motivate our executive officers to achieve important corporate and individual goals that it believes will
drive company performance and, ultimately, enhance stockholder value. As a result of its analysis of equity grants and corporate
performance, in February 2012, the Committee awarded stock options and performance-based restricted stock units to our executives
under our 2006 Equity Incentive Plan. Restricted stock units represent the right to receive shares of our common stock in the future
after the shares vest. We believe that restricted stock units are an important component of our compensation package that reflect our
pay-for-performance philosophy by allowing the executive to benefit from our achievement of key strategic financial and operational
goals and increases in the price of our common stock. The performance-based restricted stock units granted in February 2012 were
subject to achievement of a 2012 target sales revenue goal that was not met, as described in more detail below. Accordingly, those
restricted stock units were cancelled. In February 2013, the Committee awarded stock options and performance-based restricted stock
units to our executives under our 2012 Equity Incentive Plan.

The Role of Stockholder Say-on-Pay Votes

Last year, we provided our stockholders with the opportunity to cast an advisory vote on executive compensation. At our
Annual Meeting of Stockholders held in May 2012, a majority (78%) of the votes cast on the say-on-pay proposal at that meeting were
in favor of the proposal. Prior to the say-on-pay vote, the Committee reviewed our compensation approach and concluded it would be
strengthened by the use of performance-based equity awards. For that reason, the Committee determined to issue a combination of
options and performance-based restricted stock units to executives, including our named executive officers, in 2012, as described
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above. The Committee is using a similar approach in 2013 and will continue to consider the outcome of our say-on-pay votes when
making future compensation decisions for our named executive officers.

Elements of Executive Compensation

Executive compensation consists of the following elements:
Base Salary

The initial base salaries for our executives are established at the time of hire, taking into account the executive officer’s scope
of responsibilities, qualifications, experience, competitive salary information and compensation of our similarly-situated employees.
Base salaries for ensuing years are determined based on an assessment of the executive’s performance against job responsibilities,
overall company performance, merit increase survey data and competitive salary information of similarly sized pharmaceutical
companies. For purposes of setting base salary levels, the Committee considers both the executive’s demonstrated value to the
organization and its business, as well as his or her anticipated contributions to the success (both short-term and long-term) of the
Company. Base salaries are reviewed annually, and adjusted from time to time to realign salaries with market levels after taking into
account individual responsibilities, performance and experience and our benchmarking analysis. This review occurs promptly after
the fourth quarter with the annual adjustment in base salaries, if any, made effective as of January I. In the first quarter of 2012, the
Committee conducted its annual review and adjusted executive base salaries accordingly. The following base salary increases for our
named executive officers were approved by the Committee: Mr. Lichtinger from $505,248 to $567,000, Dr. Amper from $310,000 to
$323,000, Dr. Gorbach from $310,000 to $330,000, Mr. Papaz from $310,000 to $323,000, Mr. Prunty from $310,000 to $320,000,
and Mr. Hartman from $260,000 to $310,000.

Performance-based Cash Incentives

We use cash incentive awards to reinforce our performance-based compensation policy. On February 7, 2012, the
Committee adopted the Optimer Pharmaceuticals, Inc. Incentive Compensation Plan (the “Incentive Bonus Plan”). The Incentive
Bonus Plan provides for the payment of cash bonuses to our executive officers and all other employees that do not participate in a
sales incentive bonus or commission plan. Under the Incentive Bonus Plan, each participant is assigned a target bonus equal to a
percentage of annual base salary. Actual bonuses paid under the Incentive Bonus Plan are based on the achievement of pre-
established corporate and individual goals. Any bonus paid to our Chief Executive Officer under the Incentive Bonus Plan is based
entirely on the achievement of corporate goals. Of any bonus paid under the Incentive Bonus Plan to any of our senior vice presidents
or executive officers, 75% is based on corporate goals and 25% is based on individual goals. All participants have the same corporate
goals, which are recommended by our Chief Executive Officer and Chief Financial Officer each year and reviewed and approved by
the Committee. Individual goals for our executive officers are established each year by our Chief Executive Officer upon consultation
with senior staff. The degree to which corporate goals have been met is determined by the Committee and the degree to which
individual goals have been met is, with respect to our officers, recommended by our Chief Executive Officer and approved by the
Committee and, with respect to all other Incentive Bonus Plan participants, is recommended by the applicable department head and
approved by our Chief Executive Officer and the Committee, in all cases after the end of our applicable fiscal year. The Committee
has the discretion to grant awards that exceed the target awards in the case of exemplary achievement or eliminate or reduce awards
below the amount otherwise determined by multiplying the target award amount by the applicable “goal achievement percentage.”

The corporate goals for 2012 related to the following categories at the relative weightings indicated, which were based on the
Committee’s assessment of the relative importance of each category to the Company’s overall performance: (i) the U.S. DIFICID
commercialization effort (including field-based promotion, educational efforts, publications, meetings with key hospitals, access
strategy and generating at least $107 million in sales revenue in 2012), weighted at 50%; (ii) the international DIFICID launch effort
(launching DIFICID in EU markets and executing against market entry strategy for other key international markets), weighted at 20%;
(iii) research and development (including implementation of a plan to meet regulatory requirements, beginning label expansion and
life-cycle management work and submitting a multiple recurrence trial protocol to FDA), weighted at 20%; and (iv) business
development (including planning in-licensing of a hospital product or product candidate to leverage market investment, establishing a
robust strategy to maximize value to shareholders and putting in place a strategy to respond to a potential hostile acquisition attempt)
and financial management (including monitoring investment levels to achieve a dynamic resource allocation over the year, managing
expenses in line with budget and monitoring cash flow needs), weighted at 10%.

Individual goals were tailored for each executive officer based on our business plan for 2012 and the Chief Executive
Officer’s recommendations. The individual goals of our named executive officers for 2012 related to the following categories:
(i) progress and milestones for commercialization of DIFICID; (ii) ensuring successful commercialization of DIFICID; (iii) medical
education and publications; (iv) finance, including the completion of fundraisings, as appropriate, filing SEC documents and
managing cash burn to within budget; (v) compliance and risk mitigation; (vi) corporate governance, including supporting the
recruitment of new members of our Board of Directors, as necessary; (vii) corporate planning; (viii) strategic opportunities, including
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creating value through partnering and evaluating in-licensing opportunities; (ix) intellectual property; and (x) investor and analyst
relations, including attending investor conferences and non-deal road shows, engaging in regular telephonic communications and
issuing timely press releases.

Corporate and individual goals were intended to reflect a mix of short- and long-term performance objectives. We typically
expect the level of achievement of each goal to fall in the upper end of the scale. The Committee believes that the corporate goals it
approved for 2012 were stretch goals, but achievable goals, set in a manner to motivate the Company’s executives and other
participants to advance corporate performance and create stockholder value. In acknowledgment of the challenges that the Company
faced in 2012, the Committee determined that the corporate goal component was achieved at a 50% level, while the individual
component of the goals was determined to be achieved in most cases at a 100% level.

All of our named executive officers participated in the Incentive Bonus Plan. The followiri_g table lists our named executive
officers, their incentive target under the plan expressed as a percentage of their annual base salary and the relative weighting assigned
to corporate and individual goals:

Relative Weighting

Named Executive Officer Incentive Target Corporate Goals Individual Goals
Pedro LIChtINGET ..........coevreeeerieeiecniereieeeiseensesteeeseesnssessensanees 65% 100% —
Stephen W, WEDSLET ......cocvvveriirirniiiniiiiicnses e 40% ' 75% 25%
Kurt M. Hartman. ........cccconiiiiiiiiniininnerine e 40% 75% 25%
JOhn D. PIUnty ...cocveeiiniiiniininiiiiiinicncicesienesne e 40% 75% 25%
Linda E. AMIPET ...covviiiiiiiiiiietcicrreentvesnsee e neneens -~ 40% 15% 25%
Sherwood L. Gorbach, ML.D.....ueeiveriiiieccrieeeecreee e eevesaeaeans 40% 75% 25%
Gregory E. Papaz .........ccoeeeveereniecinineneecnineeneenseseiessesissssnenses 40% 75% 25%

For Incentive Bonus Plan participants, both corporate and individual goals, as applicable, must be achieved at a minimum
50% level for any award to be paid. In determining corporate goal achievement, the Committee considered both actual achievement
against the previously established goals, as well as any changes in the Company’s circumstances and strategic direction which
impacted achievement in ways that the Committee believed were outside of the executive officers’ control. Based on these
considerations, the Committee determined that: (i) the U.S. DIFICID commercialization goal was not met, resulting in 0%
achievement; (ii) the international DIFICID launch goal was exceeded, resulting in 125% achievement; (iii) the research and
development goal was met at the 100% level; and (iv) the business development and financial management goal was met at the 50%
level. As noted above, the weighted value of these outcomes resulted in an overall 50% achievement of the 2012 corporate objectives
under the Incentive Bonus Plan. With regard to the 2012 individual goals, the Committee, based upon a review of individual
performance, determined that Mr. Webster and Dr. Gorbach achieved 100% of the weighted value of their individual goals and
Dr. Amper achieved 110% of the weighted value of her individual goals. Pursuant to the terms of his offer letter, discussed below
under “Employment and Change-in-control Arrangements,” Mr. Webster’s bonus was not prorated. The Committee determined that
Mr. Hartman would not be eligible for the portion of his bonus attributable to his individual goals due to his resignation in
February 2013. As noted above, Mr. Lichtinger had no individual goals and the determination of his bonus was based entirely on the
achievement of corporate goals. Accordingly, the named executive officers received bonuses in the following amounts:
Mr. Lichtinger — $184,275; Dr. Amper — $83,980; Dr. Gorbach — $82,500; Mr. Hartman — $46,500; Mr. Webster — $91,250.

Long-term Incentive Program

We believe that long-term performance is achieved through an ownership culture that encourages such performance by our
executive officers through the use of stock and stock-based awards. Our stock plans provide the pringipal method for our executive
officers to acquire equity in the Company and have been established to provide our employees, including our executive officers, with
incentives to help align those employees’ interests with the interests of stockholders. The Committee believes that the use of stock
and stock-based awards offers the best approach to achieving our long-term compensation goals. We'have historically elected to use
stock options as the primary long-term equity incentive vehicle. We recently broadened the use of restricted stock units and, to our
executives, performance-based restricted stock units. For our named executive officers, we target an annual mix of long-term
incentive compensation of 50% stock options and 50% performance-based restricted stock units (based on grant date fair market value
of the award and, for the grants made in February 2012, a conversion from options to performance-based restricted stock units at a
value-neutral rate of 1.48 options per restricted stock unit). We believe that granting such awards allows our executives to benefit
from our achievement of key strategic financial and operational goals and increases executive alignment with our shareholders. We
believe that the annual aggregate value of these awards should be set near competitive median levels for comparable companies.
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The following are the principal reasons we use stock-based awards as a long-term incentive vehicle:

. Stock-based awards align the interests of executives with those of our stockholders, foster employee stock
ownership and focus the management team on increasing value for our stockholders.

.. Vesting of performance-based restricted stock units are specifically tied to the level of sales revenue attained and are
- subject to cancellation if a threshold level of sales revenue is not achieved. In addition, we believe that stock
options are performance-based because the value received by the recipient from a stock option is based entirely on
the increase of our stock price.

. Stock-based awards help to provide a balance to the overall executive compensation program. Base salary and our
annual incentive bonus plan focus on short-term compensation, while the vesting provisions of stock-based awards
focus on long-term compensation.

. The vesting period of stock-based awards encourages executive retention.

Performance-based Restricted Stock Units. The Committee oversees the administration of our 2012 Equity Incentive Plan.
The Committee reviews and approves stock awards, including stock-based performance awards such as performance-based restricted
stock units, to executive officers based upon a review of competitive compensation data, its assessment of individual performance, a
review of each executive’s existing long-term incentives and retention considerations. The 2012 Equity Incentive Plan allows us to
grant stock-based performance awards that may be granted, vest or be exercised based upon the attainment during a specified period
of time of specified performance goals. The length of any performance period, the performance goals to be achieved during the
performance period and the measure of whether and to what degree such performance goals have been attained will be determined by
the Committee, or to the extent that the award is not intended to comply with Section 162(m) of the Internal Revenue Code, as
amended (the “Internal Revenue Code”), by the Board of Directors. Performance goals may be on a company-wide basis or with
respect to one or more business units, divisions, affiliates or business segments, and may be in absolute terms or may be relative to the
performance of one or more comparable companies or the performance of one or more relevant indices. Performance-based restricted
stock units may be granted under the 2012 Equity Incentive Plan at the commencement of employment and, from time to time
thereafter, following a significant change in job responsibilities, to meet other special retention objectives or for other reasons the
Committee deems appropriate. In February 2012, in keeping with our philosophy of pay-for-performance, we initiated a practice of
granting performance-based restricted stock units to our executives, including our named executive officers other than Mr. Webster,
who received a grant of performance-based restricted stock units upon the commencement of his employment in June 2012. If the
Company achieved a threshold level of sales revenue for the fiscal year 2012, as determined by the Committee, then a pro-rata portion
of the performance-based restricted stock units (based on the percentage at which the target was achieved but not to exceed 100%)
would vest one-third on the date of determination and one-third on each of January 1, 2014 and January 1, 2015. If the Company did
not achieve at least 75% of the sales revenue target, then the award would be cancelled. Any unvested performance-based restricted
stock units will be subject to forfeiture to the extent the recipient’s service with us terminates prior to vesting. '

For the 2012 grant, the target level of sales revenue for 2012 was set at $107 million, consistent with the U.S. DIFICID
commercialization goal for 2012. The Company achieved sales revenue of $62.0 million for 2012, which was less than 75% of the
sales revenue target. Accordingly, the performance-based restricted stock units granted in February 2012 (and to Mr. Webster in
June 2012) were cancelled.

Stock Options. Our 2012 Equity Incentive Plan authorizes us to grant options to purchase shares of common stock to our
employees, directors and consultants. Stock options granted by us have an exercise price equal to the fair market value of our
common stock on the day of grant, typically vest over a four-year period with 25% vesting twelve months after the vesting
commencement date and the remainder vesting ratably each month thereafter based upon continued employment and generally expire
ten years after the date of grant. Incentive stock options also include certain other terms necessary to assure compliance with the
Internal Revenue Code. In February 2012, we granted time-vested stock options to our named executive officers other than
Mr. Webster, who received a grant of time-vested stock options upon the commencement of his employment in June 2012.

Time-vested Restricted Stock Units. Our 2012 Equity Incentive Plan authorizes us to grant time-vested restricted stock units,
representing a right to receive one share of the Company’s common stock (subject to adjustment for certain specified changes in our
capital structure) per restricted stock unit upon the completion of a specified period of continued service. In June 2012, we made a
new-hire grant of time-vested restricted stock units to Mr. Webster, which will vest in one-third installments on each of the first,
second and third anniversaries of the commencement of his employment, subject to his continued employment with us. In
August 2012, in recognition of the procurement of a New Technology Add-on Payment for DIFICID, we made a one-time grant of
time-vested restricted stock units to Dr. Gorbach, which will vest in one-third installments on each of the first, second and third
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anniversaries of the vesting commencement date, subject to his continued employment with us. Mr. Hartman also received such a
grant, a portion of which has been canceled due to the termination of his employment.

Employee Stock Purchase Plan. We have adopted an employee stock purchase plan as a further benefit to our employees,
including our named executive officers, and to encourage employee stock ownership. Under the employee stock purchase plan,
participants may elect to have a portion of their cash compensation withheld to purchase our common stock on certain dates set forth
in the plan. The price of our common stock purchased under our employee stock purchase plan is equal to 85% of the lower of the fair
market value of our common stock on the date of enrollment or the exercise date of the purchase period. The offering periods
commence on the first trading day on or after May 15 and November 15 of each year.

New Hire Bonus for Mr. Webster

Mr. Webster joined Optimer as our Chief Financial Officer in June 2012. In connection with the commencement of his
employment, in addition to the equity grants described above, Mr. Webster received a new hire cash bonus of $50,000.

2013 Transition Arrangements

On February 26, 2013, the Board appointed Dr. McKinnell as our Chief Executive Officer. Dr. McKinnell will be entitled to
receive: (i) a base salary of $1.00 per year; (ii) stock options to purchase up to 225,000 shares of our common stock which will vest
over four years from February 26, 2013; and (iii) 60,000 performance-based restricted stock units, which vest over time beginning on
the date we achieve a specified financial goal. In addition, Messrs. Lichtinger and Hartman resigned and, other than the 2012
compensation described above, each received solely the severance benefits to which they were entitled under their pre-existing
arrangements. These benefits are described under “Potential Payments Upon Termination or Changé-in-control Transition
Arrangements” below. Each of Messrs. Lichtinger and Hartman has agreed to repay any amounts and benefits he receives in
connection with his resignation in the event that a court finally determines that he engaged in any act for which he would not be
entitled to indemnification under Section 8.1 of our bylaws. ‘

Risk Assessment

We believe our approach to goal setting, setting of targets with payouts at multiple levels of performance and evaluation of
performance results assists the Company in preventing excessive risk-taking that could harm our value or reward poor judgment by
our executives and rewards sound risk management practices. For example, the Committee considers changes in circumstances when
evaluating corporate goal achievement under our incentive compensation plan, so as not to encourage | the pursuit of goals that are no
longer thought to be consistent with the Company s strategic direction or best interests. Further, with respect to our incentive
compensation programs, a substantial majority (75%) of the metrics that determine payouts for most of our executive officers are
company-wide metrics. This is based on our belief that applying company-wide metrics encourages d]ecmon-makmg that is in the
best long-term interests of the Company and our stockholders as a whole. The mix of equity award instruments used under our long-
term incentive program also mitigates risk. Finally, the multi-year vesting of our equity awards properly accounts for the time horizon
of risk.

Other Compensation

Consistent with our compensation philosophy, we maintain general benefits for all of our full-time employees, including
medical, dental, vision, long-term disability and life insurance coverage and the ability to contribute to a 401(k) retirement plan
however, the Committee in its discretion may revise, amend or add to these benefits if it deems it advisable.

Change-in-control and Severance Arrangements

We maintain the Optimer Amended and Restated Severance Benefit Plan (the “Severance Plén”) covering certain eligible
employees, including our named executive officers. Pursuant to the Severance Plan, upon an involuntary termination other than for
cause, an eligible employee may be entitled to receive specified severance benefits. The benefits may include continuation of base
salary and a percentage of bonus payments, acceleration of stock award vesting as well as continuing medical benefits. The level of
benefits provided under the Severance Plan depends upon an eligible employee’s position and whether the termination is related to a
“change of control” as defined in the Severance Plan. In adopting severance and change-m—control arrangements, the-Committee
considered that executives, especially highly-ranked executives, often face challenges securing new employment following
termination, and that termination often occurs following a change-in-control transaction. The Committee believes, therefore, that
these severance arrangements help us attract and retain the best executive officers and will also help keep our executive officers
focused on our and our stockholders’ best interests during any change-in-control transaction. The Severance Plan was amended
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effective May 5, 2010, and further amended and restated in each of February 2012 and February 2013. Additional details about these
severance provisions, including definitions of “cause” and “change of control” and a description of the 2013 amendments, can be -
found under “Potential Payments Upon Termination or Change-in-control,” below.

. Compensation Consultant

Radford serves as compensation consultant at the sole discretion of, and reports directly to, the Committee. Radford does not
provide any other services to the Company and has provided the Committee ‘with information from which the Committee has
confirmed Radford’s independence. In its role as compensation consultant; Radford analyzes compensation programs nationwide,
assists the Committee in selecting appropriate peers and advises the Company on the alignment of its total compensation plan to
market and current best governance practices.

© .Management Participation
The Chief Executive Officer makes recommendations to the Committee regarding compensation decisions, including
achievement of individual performance goals, with respect to his direct reports. The Committee considers these recommendations and
makes final determinations. The compensation of the Chief Executive Officer is determined by our Board of Directors.

EXECUTIVE COMPENSATION

The following table provides information regarding the compensation earned during the fiscal years ended December 31,
2012, 2011 and 2010 by our named executive officers.

SUMMARY COMPENSATION TABLE

Non-equity All Other

Stock Option Incentive Plan Compensati
Salary Bonus Awards Awards Compensation on Total
Name and Principal Position Year ($) 3 ®»@ [OX) $) 2 %) ) ()
Pedro Lichtinger,
Former President, Chief Executive 2012 567,000 1,134,840(4)  1,017,468(5) 184,275 373,577(6) 3,277,160
Officer and Director (3) 2011 505,248 401,340(7) 420,222 328,125 1,654,935
2010 295,095  100,000(8) 740,400(9)  3,614,555(10) 157,000 69,649(11) 4,976,699
Stephen W. Webster -
Chief Financial Officer 2012 189,519 50,000(12) 618,400(13)  975,130(5) 91,250 80,000(14) 2,004,298
John D. Prunty,
Former Senior Vice President, 2012 86,154 — 337,750(4) 296,762(5) — 284,760(15) 1,005,426
Chief Financial Officer and 2011 309,998 — 151,650(16) 289,808 128,844 — 880,300
Corporate Secretary 2010 259,619 — — 231,501 93,000 — 584,120
Kurt Hartman,
Former Chief Financial Officer, 2012 310,000 — 235,445(18)  158,979(5) 46,500 — 750,924
Chief Compliance Officer and :
General Counsel (17)
Linda E. Amper, Ph.D.
Senior Vice President, Human 2012 323,000 — 182,385(4) 158,979(5) 83,980 — 748,344
Resources (19) 2011 296,089  *50,000(20) — 724,520 128,844 7,500(21) 1,206,953
Sherwood Gorbach, M.D., .
Senior Vice President, Chief 2012 330,000 — 53,060(18)  206,207(5) 82,500 — 671,767
Scientific Officer 2011 310,000 — 289,808 128,844 — 728,652
' 2010 260,100 — 207,446 95,000 — 562,546

Gregory E. Papaz,
Former Senior Vice President, U.S. 2012 302,088 — 182,385(4) 158,979(5) — 41,120(23) 684,572
Commercial Operations (22) 2011 310,000 — — 725,160 128,844 4,495(24) 1,168,499

(¢}) Amounts shown reflect aggregate full grant date fair value of restricted stock units or option awards granted during the year in accordance with FASB ASC
Topic 718. Pursuant to FASB ASC Topic 718, the amounts shown exclude the impact of estimated forfeitures related to service-based vesting conditions. For
additional information on the valuation assumptions underlying the value of these restricted stock units and options, see Part II, Item 8 “Financial Statements
and Supplementary Data” of our Annual Report on Form 10-K for the fiscal year ended December 31, 2012 in the Notes to Consolidated Financial Statements,
Note 8, “Stockholders Equity.”

) For 2012, represents awards approved under the Incentive Bonus Plan. For 2011 and 2010, represents awards approved under the Company’s 2011 or 2010
Incentive Compensation Plan, as applicable.
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3) Mr. Lichtinger was hired in May 2010. In connection with his resignation in February 2013, Mr. Lichtinger entered into a separation agreement providing for
the acceleration or cancellation of certain equity awards as described in more detail under “Potential Payments Upon Termination or Change-in-control—
Employment Agreement and Transition Arrangements.” ‘

“) Represents the grant date fair value of the maximum number of shares underlying a performance-based restricted stock unit award that was canceled because
the performance goal was not met. :

) Represents the grant date fair value of time-vested stock options granted under our 2012 Equity Incentive Plan.

6) Represents reimbursement of closing costs incurred with respect to the 2012 sale of Mr. Lichtinger’s home in connection with his 2010 relocation.

@) Includes the fair value of a performance-based restricted stock unit granted by the Company and providing for future delivery by the Company of 450,000
common shares of OBI in the amount of $151,650 and the fair value of a non-performance-based restricted stock unit award in the amount of $249,690. The
restricted stock unit relating to the 450,000 common shares of OBI was cancelled in May 2012 as described in more detail under “Transactions with Related

Persons.”
(8) Represents a sign-on bonus Mr. Lichtinger received in connection with the start of his employment. ‘
® Represents the grant date fair value of four performance-based restricted stock units covering an aggregate of 120,000 shares of the Company’s common stock.

Of these restricted stock units, one unit covering 60,000 shares of the Company’s common stock was assignied no grant date fair value due to the Company’s
estimate of the probability that the performance goal would be achieved. The aggregate maximum fair value of the four performance-based restricted stock
units on the grant date was $1,480,000.

(10)  Amount includes performance-based and non-performance-based options and reflects the aggregate full grant date fair value of option awards granted during
the year in accordance with FASB ASC Topic 718. The maximum fair value of the performance-based options at the grant date based on the Black-Scholes
option-pricing model was $4,074,924. :

(11)  Represents reimbursement of Mr. Lichtinger’s moving and relocation expenses.

(12)  Represents a sign-on bonus Mr. Webster received in connection with the start of his employment.

(13)  Represents the grant date fair value of (i) a time-vested restricted stock unit new hire award and (ii) the maximum number of shares underlying a performance-
based restricted stock unit award that was canceled because the performance goal was not met.

(14)  Represents a one-time payment in respect of Mr. Webster’s commuting costs in lieu of relocation expenses.

(15)  Represents amounts due and benefits provided in 2012 in connection with Mr. Prunty’s termination, consisting of $233,846 severance, $37,288 accrued and
unpaid vacation and $13,626 continued health benefits. Additional information on total amounts payable in connection with Mr. Prunty’s termination is
located under the heading “Potential Payments on Termination or Change-in-control” below. )

(16)  Represents the fair value of a performance-based restricted stock unit awarded by the Company and providing for the future delivery by the Company of
450,000 shares of common stock of OBI. This restricted stock unit was forfeited in connection with Mr. Prunty’s termination in April 2012.

(17)  Mr. Hartman was hired in November 2010 and was not a named executive officer in 2010 or 2011. In connection with his resignation in February 2013, Mr.
Hartman entered into a separation agreement providing for the acceleration or cancellation of certain equity awards as described in more detail under “Potential
Payments Upon Termination or Change-in-control—Employment Agreement and Transition Arrangements.”

(18) Represents the grant date fair value of (i) a time-vested restricted stock unit award granted in connection with the marketing approval of DIFICID from the
U.S. Food and Drug Administration and (i) the maximum number of shares underlying a performance-based restricted stock unit award that was canceled
because the performance goal was not met.

(19) Dr. Amper was hired in January 2011.

(20)  Represents a sign-on bonus Dr. Amper received in connection with the start of her employment.

21) Represents legal service to review offer letter paid by the Company on behalf of Dr. Amper.

(22)  Mr. Papaz was hired in December 2010 and was not a named executive officer in 2010.

(23)  Represents amounts due and benefits provided in 2012 in connection with Mr. Papaz’s termination, consisting of $17,185 severance and $23,935 accrued and
unpaid vacation. Additional information on total amounts payable in connection with Mr. Papaz’s termination is located under the heading “Potential
Payments on Termination or Change-in-control” below.

(24)  Represents parking fees paid by the Company on behalf of Mr. Papaz.

Employment and Change-in-control Arrangements

We have entered into offer letters with Drs. Amper and Gorbach and Mr. Webster. We also had offer letters with Messrs.
Prunty and Papaz until their terminations in April 2012 and December 2012, respectively, an offer letter with Mr. Hartman until his
resignation in February 2013 and an employment agreement with Mr. Lichtinger until his resignation in February 2013.

The offer letters and the employment agreement set forth the applicable executive’s initial base salary and the terms of an
initial stock option grant. Mr. Lichtinger’s employment agreement also set forth the terms of four restricted stock unit and option
awards, the vesting of which was subject to achievement of separate, specified performance goals. Mr. Webster’s offer letter provides
that his performance-based cash incentive for 2012 will not be prorated and sets forth the terms of the:new-hire restricted stock unit
grant and cash bonus described above under “Elements of Compensation, Long-Term Incentive Program” and “New Hire Bonus for
Mr. Webster.” Dr. Gorbach’s offer letter sets forth the terms of certain performance-based cash and/or stock incentives, payment of
which is subject to the achievement of specified performance goals. Each of our named executive officers is entitled to receive all

" customary and usual fringe benefits provided to our executives. Our named executive officers also have severance arrangements,
which are described under the heading “Change-in-control and Severance Arrangements” above.
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Grants of Plan-based Awards

The following table presents information concerning grants of plan-based awards to each of our named executive officers
during 2012.

All Other
Option
All Other Awards: Grant Date
Estimated Future Payouts Estimated Future Payouts Stock Number of Exercise or  Fair Value
Under Non-equity Incentive Under Equity Incentive Awards: Securities Base Price of Stock
Plan Awards (1) Plan Awards (2) Number of Underlying of Option and Option
Grant Threshold  Target Maximum Threshold Target Maximum  Stock or Options Awards Awards
Name Date ® %) ® (3] @ S ¢.)) Units (#) @ ($/Sh) [6)]
Pedro Lichtinger 184,275 368,550 552,825
2/7/2012 50,400 67,200 84,000 1,134,840(3)
2/7/2012 120,000(4) 13.51 1,017,468
Stephen W. Webster 73,000 146,000 219,000
6/29/2012 9,000 12,000 . 15,000 . 231,900(3)
6/29/2012 25,000(5) 386,500
6/29/2012 100,000(5) 15.46 975,130
John D: Prunty 64,000 128,000 192,000
2/7/2012 15,000 20,000 25,000 337,750(3)
2/7/2012 35,000(4) 13.51 98,915
Kurt Hartman 62,000 124,000 186,000
2/7/2012 8,100 10,800 13,500 182,385(3)
8/11/2012 3,500(6) . . 53,060
2/7/2012 18,750(4) 13.51 158,979
Linda E. Amper, Ph.D. 64,600 129,200 193,800 .
2/7/2012 8,100 10,800 13,500 . 182,385(3)
2/7/2012 18,750(4) - 13.51 158,979
Sherwood Gorbach, M.D. 66,000 132,000 198,000
8/10/2012 3,500(6) 53,060
2/7/2012 24,320(4) 13.51 206,207
Gregory E. Papaz 63,600 127,200 190,800
2/7/2012 8,100 10,800 13,500 182,385(3)
2/7/2012 18,750(4) 13.51 82,798

(1) Our Incentive Bonus Plan was our only non-equity incentive plan in 2012. The amounts shown in the “threshold,” “target” and “maximum” columns reflect the payment levels under the
Incentive Bonus Plan, determined by assuming that corporate and individual goals were achieved at a level of 50%, 100% and 150%, respectively.

(2)  Represents performance-based restricted stock units granted under our 2012 Equity Incentive Plan. Vesting of the performance-based restricted stock units was subject to achievement of
at least 75% of a 2012 sales revenue target of $107 million, and the amounts shown in the “threshold,” “target” and “maximum” columns reflect the achievement levels under the awards,
determined by assuming that the performance goal was achieved at a level of 75%, 100% and 125%, respectively. The threshold performance goal for these awards was not met,
resulting in the cancelation of the awards.

(3)  Reflects grant date fair value of performance-based restricted stock units based on an assumed payout of the maximum number of shares.

(4>  Represents time-vested stock options granted under our 2012 Equity Incentive Plan.

(5)  Represents time-vested restricted stock units and stock options granted as new hire awards to Mr. Webster.

(6)  Represents non-performance-based restricted stock units granted by the Company in connection with the procurement of a New Technology Add-On Payment for DIFICID.
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Outstanding Equity Awards at Fiscal Year-End

The following table presents the outstanding equity awards held by each of our named executive officers as of December 31,

2012.
Option Awards Stock Awards
Equity Equity
Incentive Incentive
Plan Plan
Awards: Awards:
Equity Market or Equity Market or
Equity Incentive Payout Incentive Payout
Incentive Plan Plan Value of Plan Value of
Awards: Awards: Earned Awards: " Unearned
Number of Number of Number of Number of Shares, Number of Shares,
Securities Securities Securities Earned Units or Unearned Units or
Underlying Underlying Underlying Shares, Units Other Shares, Units Other
Unexercised Unexercised Unexercised or Other Rights That or Other Rights That
Options — Options — Unearned Option Option Rights That Have Not Rights That Have Not
Exercisable Unexercisable Options Exercise Expiration Have Not Vested ($) Have Not Vested ($)
Name # [5) () Price ($) Date Vested (#) [0)) Vested (#) 1)
Pedro Lichtinger 129,166 70,834(2) 12.34 5/5/2020
31,666 48,334(3) 12.34 5/5/2020
36,666 43,334(3) 12.34 5/5/2020
27,791 30,209(Q2) 11.41 1/26/2021
120,000(2) 13.51 2/7/2022
80,000(4) 12.34 5/5/2020
240,000(4) 12.34 5/5/2020
13,125(5) 118,781
12,084(6) 109,360,
10,834(6) 98,048
20,000(4) 181,000
60,000(4) 543,000
Stephen W. Webster 100,000(2) 15.46 6/29/2022
i 25,000(7) 226,250
John D. Prunty .
Kurt Hartman 52,083 47,917(2) 9.56 12/1/2020
18,750(2) 13.51 2/7/2022
: 3,500(7) 31,675
Linda E. Amper, Ph.D. 47,916 52,084(2) 11.41 1/26/2021
18,750(2) 13.51 2/7/2022 ;
Sherwood Gorbach, M.D. 11,6102) 1.08 2/2/2015 !
1,298(2) 1.08 2/2/2015 !
7,500(2) 6.90 1/4/2018 i
100,000(8) 6.59 3/12/2018 i
9,166 834(2) 13.68 4/6/2019 i
8,750 3,250(2) 11.85 1/8/2020
11,250 8,750(2) 9.03 9/15/2020
19,166 20,834(2) 11.41 1/26/2021
. 24,320(2) 13.51 2/7/2022
3,500(7) 31,675
Gregory E. Papaz 79,166(9) 11.42 12/11/2013
9,764(10) 13.51 12/11/2013

(1) Computed by multiplying the closing market price of our common stock on December 31, 2012 of $9.05 by the number of restricted stock units set forth in this table.

(2) Represents a time-vested stock option award pursuant to which 1/4th of the shares subject to the option vest one year following vesting commencement date and 1/48th of the total shares
subject to the option vest monthly thereafter. '

(3) Represents a performance-based stock option award where the performance goals were met in 2011 and pursuant to which 1/4th of the shares subject to the award vest upon the one-year
anniversary of the achievement of the applicable performance goal and the remaining shares subject to the award vest in equal monthly installments over the following three-year period.

(4) Represents a performance-based restricted stock unit, pursuant to which the shares subject to the award vest in equal monthly installments over the two-year period beginning on
January 1 of the calendar year in which the applicable performance goal is achieved.

(5) Represents time-vested restricted stock units granted by the Company in connection with the marketing approval of DIFICID from the U.S. Food and Drug Administration.

(6) Represents a performance-based restricted stock unit award where the performance goals were met in 2011 and pursuant to which 1/4th of the shares subject to the award vest upon the
one-year anniversary of the achievement of the applicable performance goal, and the remaining shares subject to the award vest in equal monthly installments over the following three-

year period.

(1) Represents time-vested restricted stock units that vest 1/3rd on each of the first, second and third anniversary of the grant date.
(8)  Represents a time-vested stock option award pursuant to which 1/48th of the shares subject to the option vested monthly following the grant date.
(9) Represents 31,250 stock options for which vesting was accelerated upon Mr. Papaz’s termination and 47,916 stock options that were previously vested as of his termination.
(10) Represents stock options for which vesting was accelerated upon Mr. Papaz’s termination.
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Option Exercises and Stock Vested During the 2012 Fiscal Year

The following table sets forth the number of stock option awards exercised and the value realized upon exercise during 2012
for our named executive officers, as well as the number of stock awards vested and the value realized upon vesting.

Option Exercises and Stock Vested Table for Fiscal Year 2012

Option Awards Stock Awards
Number of Shares :
Acquired on Value Realized on Number of Shares Value Realized on
) Exercise Exercise Acquired on Vesting Vesting
Name # ®a) Gl ®Q2)
Pedro Lichtinger............ccccccververnenene. — - 24,957 347,776
John D. Prunty.....ccccocovvvevernruererernnnnan, 249,452 2,090,361 — —_

(1) - Based on the difference between the price of the market price of our common stock at the time of exercise and the exercise prices for the stock options.
(2) - Based on the closing market price of our common stock on the applicable vesting dates.

Pension Benefits

None of our named executive officers participate in or have account balances in qualified or non-qualified defined benefit
plans sponsored by us.

Non-qualified Deferred Compensation

None of our named executive officers participate in or have account balances in non-qualified defined contribution plans or
other deferred compensation plans maintained by us. The Committee, which is comprised solely of “outside directors” as defined for
purposes of Section 162(m) of the Internal Revenue Code, may elect to provide our officers and other employees with non-qualified
defined contribution or deferred compensation benefits if the Committee determines that doing so is in our best interests.

Potential Payments Upon Termination or Change-in-control

Severance Plan

Under the Severance Plan, which was originally adopted in October 2008, our named executive officers may receive
severance benefits upon a covered termination, including involuntary termination without “cause” or a “constructive termination,” in
cach case as defined in the Severance Plan. The benefits may include continuation of base salary payments, bonus payments, group
health benefits and acceleration of stock award vesting. The level of benefits provided under the plan depends upon an eligible
employee’s position and years of service, and whether the covered termination is related to a “change of control” as defined in the
Severance Plan. Effective February 26, 2013, the Severance Plan was amended to provide that employees at the level of “director” or
below will receive continuation of base salary continuation and group health benefits for a minimum of three months if they
experience a covered termination that occurs upon, or within twelve months following, a change of control and that employees may be
eligible for participation in the Severance Plan without regard to the length of time they have been employed by the Company.

If our Chief Executive Officer, any of our Company officers or any of our Senior Vice Presidents or Vice Presidents
experience a covered termination that occurs either prior to, or more than 12 months following, a change of control, they will be
entitled to 24, 15 and 12 months of continued base salary payments, respectively, 24, 15 and 12 months of continued group health
benefits, respectively, and accelerated vesting of all then-unvested and outstanding non-performance-based equity awards equal to 24,
15 and 12 months, respectively. ‘

If our Chief Executive Officer, any of our Company officers or any of our Senior Vice Presidents or Vice Presidents
experience a covered termination that occurs upon or within 12 months following a change of control, they will be entitled to 24, 18
and 12 months of continued base salary payments, respectively, 24, 18 and 12 months of continued group health benefits, respectively
and 100% immediate accelerated vesting of all non-performance-based equity awards. Any performance-based equity awards held by
our Chief Executive Officer, any of our Company officers or any of our Senior Vice Presidents or Vice Presidents as of the date of a
covered termination that occurs upon or within 12 months following a change of control are subject to 100% immediate accelerated
vesting as if each of their target goals had been achieved to the maximum extent possible. In addition, our Chief Executive Officer,
any of our Company officers or any of our Senior Vice Presidents or Vice Presidents will be paid 200%, 150% and 100%,
respectively, of their eligible bonus in effect at the time of the covered termination that occurs upon or within 12 months following a
change of control. ‘
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Termination of employment for “cause” means a termination resulting from the occurrence of any of the following events
that has a material negative impact on our business or reputation: (i) the employee’s attempted commission of, or participation in, a
fraud or act of dishonesty against us; (ii) the employee’s intentional, material violation of any contract or agreement between the
employee and us or of any statutory duty owed us; (iii) the employee’s unauthorized use or disclosure of our confidential information
or trade secrets; (iv) an employee’s intentional refusal or intentional failure to act in accordance with any lawful and proper direction
or order of his or her superiors; (v) an employee’s habitual neglect of the duties of employment; (vi) an employee’s indictment, charge
or conviction of a felony, or any crime involving moral turpitude or participation in any act of theft or dishonesty; or (vii) the
employee’s gross misconduct. “Change of control” means any of the following events: (i) a sale, lease or disposition of all or
substantially all of our assets; or (ii) a merger or consolidation (in a single transaction or series or related transactions) of us with or
into any other corporation or corporations or other entity, or any other corporate reorganizations, where our stockholders immediately
prior to such event do not retain more than 50% of the voting power and interest in the successor entity (excluding any transactions if
the primary purpose of the transaction is to obtain financing from new or existing investors). Our Board of Directors shall have the
right to determine whether a change of control has occurred in accordance with the foregoing definition, and its determination shall be
final, binding and conclusive on all persons. “Constructive termination” means the occurrence of one or more of the following events,
provided that the eligible employee has first provided written notice to us within 90 days of the first such occurrence of such condition
specifying the event(s) constituting constructive termination and specifying that the eligible employee intends to terminate
employment not earlier than 30 days after providing such notice, and we (or surviving corporation) have not cured such event(s)
within 30 days (or such longer period as may be specified by the eligible employee in such notice) after such written notice is received
by us which we refer to as the cure period and the eligible employee resigns within 30 days following the end of the cure period: (i) a
material diminution in the employee’s authority, duties or responsibilities; (ii) relocation of the employee’s principal work location
that materially adversely affects the employee’s commute (including, without limitation, a one-way increase in the distance of the
employee’s commute of 15 miles or a one-way increase in the time of the employee’s commute of more than 30 minutes); or (iii) a
material reduction in the employee’s annual base compensation other than a reduction applicable to all of our senior executives.

In order to receive any benefits under the Severance Plan, individuals must sign a general release and waiver of all claims
against the Company, remain on the job until the date of termination and return all of the Company’s property. In addition, severance
benefits will terminate immediately if during the severance period the individual violates any material proprietary information, non-
disparagement, confidentiality or non-solicitation obligation to us. Any severance benefits that may be provided to any individual
employed by us under the Severance Plan shall be automatically reduced by any severance benefits provided to such employee
pursuant to any employment agreement they may have with us, unless otherwise specifically provided under the terms of such
agreement. '

Incentive Plans !

2006 Equity Incentive Plan. The 2006 Equity Incentive Plan was replaced effective May 2012 by our 2012 Equity Incentive
Plan, which is a successor to and continuation of our 2006 Equity Incentive Plan and is described further below. Following
stockholder approval of the 2012 Equity Incentive Plan in May 2012, no additional stock awards were granted under our 2006 Equity
Incentive Plan, although all outstanding stock awards granted under the 2006 Equity Incentive Plan continue to be subject to the terms
and conditions as set forth in the agreements evidencing such stock awards and the terms of the 2006 Equity Incentive Plan. Our 2006
Equity Incentive Plan provides that in the event of a “change-in-control,” the successor corporation or its parent or subsidiary will
assume or substitute an equivalent award for each outstanding award. The definition of a “change-in-control” for the purposes of the
2006 Equity Incentive Plan includes the events described above under the definition of “change of control” in the Severance Plan, as
well as: (i) a change in the composition of the Board of Directors occurring within a two-year period, as a result of which fewer than a
majority of the directors are directors who either were directors as of the effective date of the 2006 Equity Incentive Plan (“Incumbent
Directors”), or were elected, or nominated for election, to the Board of Directors with the affirmative votes of at least a majority of the
Incumbent Directors at the time of such election or nomination (but will not include an individual whose election or nomination is in
connection with an actual or threatened proxy contest relating to the election of directors to the Company); or (ii) any “person” (as
such term is used in Sections 13(d) and 14(d) of the Exchange Act) becomes the “beneficial owner” (as defined in Rule 13d-3 of the
Exchange Act), directly or indirectly, of securities of the Company representing fifty percent (50%) or more of the total voting power
represented by the Company’s then outstanding voting securities. If there is no assumption or substitution of outstanding awards, the
awards will fully vest, all restrictions shall lapse and the awards will become fully exercisable. The administrator will provide notice
to the recipient that he or she has the right to exercise any option and stock appreciation right as to all of the shares subject to the
award, all restrictions on restricted stock will lapse, and all performance goals or other vesting requirements for any performance
shares and units will be deemed achieved and all other terms and conditions met. Any option or stock appreciation right will
terminate upon the expiration of the period of time the administrator provides in the notice. Inthe event the service of an outside
director is terminated on or following a change-in-control, other than pursuant to a voluntary resignation, any of his or her options and
stock appreciation rights will fully vest and become immediately exercisable, all restrictions on restricted stock will lapse and all
performance goals or other vesting requirements for any performance shares and units will be deemed achieved and all other terms
and conditions met.
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2012 Equity Incentive Plan. Our Board of Directors adopted our 2012 Equity Incentive Plan in February 2012 and
subsequently amended it in March 2012. Our stockholders approved the plan in May 2012. The 2012 Equity Incentive Plan is the
successor to, and continuation, of our 2006 Equity Incentive Plan. Our 2012 Equity Incentive Plan provides for the grant of incentive
stock options, within the meaning of Section 422 of the Internal Revenue Code, to our employees and any parent and subsidiary
corporations’ employees, and for the grant of nonstatutory stock options, restricted stock, restricted stock units, stock appreciation
rights, performance units and performance shares to our employees, directors and consultants and any parent and subsidiary
corporations’ employees and consultants. Under the 2012 Equity Incentive Plan, a stock award may be subject to additional
acceleration of vesting and exercisability upon or after a “change-in-control” as may be provided in the stock award agreement or
other written agreement with the participant, but in the absence of such provision, no such acceleration will occur. The definition of a
“change-in-control” for the purposes of the 2012 Equity Incentive Plan is substantially similar to the definition described for the
purposes of the 2006 Equity Incentive Plan.

Incentive Bonus Plan. In February 2012, as described above, our Committee adopted the Incentive Bonus Plan. Under this
plan, in the event of a change-in-control, all participants will receive a prorated portion of the annual bonus for the year in which the
change-in-control occurs, calculated on the basis of each participant’s target award for that year and on the assumption that all
performance goals have been or will be achieved at 100%.

Employment Agreement and Transition Arrangements

Employment Agreement with Mr. Lichtinger. In May 2010, we entered into an offer letter with Mr. Lichtinger setting forth
the terms of Mr. Lichtinger’s employment as President and Chief Executive Officer. In connection with his appointment as President
and Chief Executive Officer, we granted Mr. Lichtinger performance-based restricted stock units covering an aggregate of 120,000 -
shares of our common stock and performance-based stock options to-purchase an aggregate of 480,000 shares of our common stock,
all of which were scheduled to commence vesting upon the satisfaction of specified performance objectives. Pursuant to the
employment agreement, if Mr. Lichtinger had experienced a covered termination (as defined in the Severance Plan) within 12 months
following a change of control (as defined in the Severance Plan), the vesting of these performance-based restricted stock units and
stock options which had not begun to vest would have been accelerated with respect to 50% (in the case of a covered termination
occurring on or prior to the first anniversary of Mr. Lichtinger’s start date), 60% (in the case of a covered termination occurring after
the first anniversary but on or prior to the second anniversary of Mr. Lichtinger’s start date), 75% (in the case of a covered termination
occurring after the second anniversary but on or prior to the third anniversary of Mr. Lichtinger’s start date), 85% (in the event of a
covered termination occurring after the third anniversary but on or prior to the fourth anniversary of Mr. Lichtinger’s start date) and
100% (in the event of a covered termination occurring after the fourth anniversary of Mr. Lichtinger’s start date) of these awards in
lieu of the acceleration of these performance-based equity awards that would have been provided for under the Severance Plan.

The initial term of Mr. Lichtinger’s employment agreement was three years. Pursuant to the treatment of Mr. Lichtinger’s
resignation as a termination of employment without cause and without prior notice, Mr. Lichtinger was entitled to receive a lump-sum
cash payment equal to the sum of Mr. Lichtinger’s then-current base salary plus the annual bonus paid to Mr. Lichtinger for the
previous year, prorated to his remaining employment term subject to meeting the eligibility requirements described above. Any
severance benefits provided to Mr. Lichtinger under the Severance Plan will be automatlcally reduced by any severance benefits
provided under Mr. Lichtinger’s employment agreement.

Transition Arrangements. In connection with his resignation, Mr. Lichtinger and the Company entered into a separation
agreement, effective as of April 1, 2013, pursuant to which Mr. Lichtinger is eligible receive, subject to continued compliance with
certain terms and conditions: (i) an amount equal to twenty-four months of his base salary and a cash bonus, in each case less
applicable tax withholding; (ii) twenty-four months of continued group health benefits; and (iii) acceleration of 30,500 unvested
restricted stock units and 230,292 unvested stock options with a weighted average exercise price of $12.53.

In connection with his resignation, Mr. Hartman and the Company entered into a separation agreement, effective as of
March 2, 2013, pursuant to which Mr. Hartman is eligible to receive, subject to continued compliance with certain terms and
conditions: (i) an amount equal to fifteen months of his base salary and a cash bonus, in each case less applicable tax withholding;
(ii) fifteen months of continued group health benefits; and (iii) acceleration of 1,167 unvested restricted stock units and 37,109
unvested stock options with a weighted average exercise price of $10.18.
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The following table provides information as to the amounts potentially payable upon termination of the named executive:
officers or in the event of a change-in-control of the Company as discussed above and assuming a triggering event occurred on
December 31, 2012. With respect to Messrs. Prunty and Papaz, we have included only the amounts payable in connection with their
actual terminations because they were no longer employed by us on December 31, 2012. The amounts paid or benefits payable in
2012 to Messrs. Prunty and Papaz in connection with their terminations are set forth in the “Summary Compensation Table” and the
“Option Exercises and Stock Vested Table for 2012” and the related discussions above.

Termination without
Cause or Resignation
Termination without for Good Reason
Cause or Resignation within 12 months of
Name and Benefit for Good Reason ($) Change-in-control ($)
Pedro Lichtinger
SALATY ©.ereerrrirrirereeeeee ettt es etk s s 1,134,000 1,134,000
BOMUS c.oeveeeeeieeteeeteeceeeesteeeraeesase e tasesseeassae e basassnassneeessesesssenesssesenn — 680,400
Accelerated vesting of stock awards (1) ... 133,481 . 326,189
Group health INSUTANCE .......coevurverrirereiceenecirereereieeerreeiesesacassssaensirines 49,923 49,923
Stephen W. Webster ,
SALATY .eoveeiieeiieeere et er et te st e ettt areeaeaeaaes 456,250 547,500
BOMUS toitteeeiiiiiieicieeereeeieeeenreesireessesessaessseessssesenstessansessussssresssrnansossnseans — 219,000
Accelerated vesting of stock awards (1) ....cccvvvvinnniiininiiiinnnn 75,423 . 226,250
Group health InSUIanCe ..o 31,202 37,442
John D. Prunty
SALATY vttt e b e s sn b nens 400,000
BOIUS eeeeeiieieieisiviiirieieeeteeerraraeaeeeessesssbessneaessasessasssesstnasesssessstosssssansnns —
Accelerated vesting of stock awards (1) ......cccicvevivnninnecineniinenne, 121,098
Group health INSUTANCE ......cocceviviiiveiniiriiniieer e sresearenens ~ 25,777
Kurt Hartman :
SALATY .veveeiierereeterererereabe et ere e sessaatsrestsss e be s b s e s e bbb s s bebs sr e b beseas 387,500 465,000
BOTIUS .veveieieeeeeeceeeeeeetsteeessseeseeesaeeeserbbsseaassssseasansaeerssssesansnnnassssoasenesases -— 186,000
Accelerated vesting of stock awards (1) ......cccceeecvinminnivinieiinneeen 10,561 31,675
Group health InSUFANCE .......cccovrviriiiiicierre s 31,202 37,422
Linda E. Amper, Ph.D. :
SALALY ©ovrererrrriseeeeeeeieieecrcrenenesesesessrere sttt et e b bbb s n e s 403,750 484,500
BOMUS eovieeeeeereeeeteeeeeseeetesessessssrasessesssssessesssserssseasrasasessansensassssaanessesssass — 193,800
Accelerated vesting of stock awards (1) ................................................ 4 —
Group health InSUrance ... 10,011 12,014
Sherwood Gorbach, M.D.
SALATY ..veuevrerericreieeereeriiii e et 412,500 495,000
BOMUS ....viiiieeiereietesieieteeee e teresbest s sesaesnsstea b st ese b e b n b b e b s st ernernaben A : 198,000
Accelerated vesting of stock awards (1) ......eeveiiviiniiinineiesnninnn 10,686 31,850
Group health INSUTANCE ........c.covverviriiiniiiiiniiriier et 21,660 25,973
Gregory E. Papaz . ’
SALATY ....voiverereerererers e sss e s s sttt es e ne e ebes et 403,956
BOMUS covvveiireiieeeeeireerseiiresessereeesneeeessenaesassstesssasrnsssossbasesssssnnsssesesnsnsasans +—
Accelerated vesting of stock awards (1) .c....ccecevvevenininnninininnneinennn —

Group health INSUrANCE ......cococviiiiiiiiiiie et 9,109

(1) Represents the value of accelerated restricted stock units (computed by multiplying the closing market price of our common stock on December 31, 2012 of $9.05,
times the number of each restricted stock unit vested as a result of the termination), plus the value of accelerated options {computed by multiplying the difference
between $9.05 and the exercise price of each stock option vestcd as a result of the termination by the number of accelerated stock options with an exercise price
less than $9.05).
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Director Compensation

The following table sets forth summary information concerning compensation paid or accrued for services rendered to us in
all capacities to the non-employee members of our Board of Directors for the fiscal year ended December 31, 2012.

Fees Earned
or Paid in Stock
Cash Awards Total
Name (1) ® ® ®
ANthony E. AMIZ cooovieiiieicenccciecves et eissres s sreraeseeessesaessesbessnessasanens 73,333 98,550 171,883
Mark AUETDACKH .....oeineeieeeeee s et seranre s s ar e e e sees 80,000 98,550 178,550
Joseph Y. Chang, Ph.D. .......ccccevviuennnes eeieressesiacassessanennssiseesrassnnereresanes 60,000 98,550 158,550
Michael N. Chang, Ph.D. ..ottt ia st saese e e 97,500 61,200 158,700
Peter E. Grebow, PhLD. ...t as s enieeenesmnans 61,250 98,550 159,800
Henry A. McKinnell, Ph.D. (Chairman as of April 2012) .......ccccecuveneeee 85,000 210,600 295,600
Stephen NEWIAN ......ccoiiiiiriericienentesteseere et see e st st esse s e eeeseeeseene 30,000 — 30,000
Robert L. Zerbe, M.D. .......cccovevvevieerecreerennenns eeeeeeresateesteeenisarsenesesensen - 60,000 98,550 158,550

(1) Information regarding Mr. Lichtinger’s compensation during 2012 is set forth the Summary Compensation Table above.

(2) Amounts shown reflect aggregate full grant date fair value of option awards granted during the year in accordance with FASB ASC Topic 718. Pursuant to FASB
ASC Topic 718, the amounts shown here exclude the impact of estimated forfeitures related to service-based vesting conditions. For additional information, on
the valuation assumptions underlying the value of these options, see Part II, Item 8 “Financial Statements and Supplementary Date” of our Annual Report on

Form 10-K for the fiscal year ended December 31, 2012 in the Notes to Consolidate(_i Financial Statements, Note 8, “Stockholders Equity.”

All of our directors are eligible to participate in our 2012 Equity Incentive Plan and our employee directors are eligible to
participate in our employee stock purchase plan. For a more detailed description of these plans, see “— Employee Benefit Plans.”

Each director who is not an employee of the Company receives an annual cash retainer fee for service as a member of the
Board of Directors. In May 2012, the Committee approved an increase to this annual retainer to $60,000 for members of the Board
and $90,000 for the Chairman of the Board, as well as an increase to the additional annual retainer paid to the head of each of the
Committee and the Audit Committee to $20,000. The Committee eliminated the annual retainer paid to non-chair members of the
Board’s standing committees. '

Each director, upon election or appointment to the Board of Directors, receives a grant of a stock option to purchase up to
20,000 shares of common stock, which vests monthly over forty-eight months. Each director also receives an annual restricted stock
unit grant and, in May 2012, the Committee approved an increase to this grant to 10,000 restricted stock units for the Chairman of the
Board of Directors and 7,500 restricted stock units for the other directors. The restricted stock units vest on January 1 of the year
following the award date. We have reimbursed, and will continue to reimburse, our non-employee directors for their reasonable
expenses incurred in attending meetings of the Board of Directors and committees of the Board of Directors.

Stock Ownership Guidelines

In February 2012, we adopted stock ownership guidelines applicable to our executive officers and directors. The purpose of
stock ownership guidelines is to align the interests of our directors and executive officers with the interests of our stockholders and to
further promote our commitment to sound corporate governance. The guidelines are intended to require the covered individuals to
accumulate a substantive interest in our common stock prior to the later of: (i) December 31, 2017; or (ii) December 31 of the fifth
year following the covered individual becoming subject to the guidelines and to maintain that interest thereafter. Our stock ownership
guidelines provide that members of our Board of Directors should hold common stock of the Company with a value equal to three
times his annual retainer, our Chief Executive Officer should hold common stock of the Company with a value equal to three times his
annual base salary and our other named executive officers should hold common stock of the Company with a value equal to one times
his or her annual base salary. Shares of Company common stock that count toward these guidelines include shares owned outright by
the individual or his or her immediate family members, shares held in trust for the individual or his or her immediate family members
and vested shares of stock granted under the Company’s equity incentive plans, including shares purchased and retained under the
employee stock purchase plan, but excluding vested shares of stock subject to an unexercised stock option.
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Indemnification and Insurance

We have entered into indemnification agreements with each of our executive officers and directors. These indemnification
agreements require us to indemnify these individuals to the fullest extent permitted by Delaware law. In addition, we have purchased
directors’ and officers’ liability insurance policies that insure our directors and officers against the cost of defense, settlement or
payment of a judgment in some circumstances.

SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

The following table sets forth the beneficial ownership information of our common stock by:

° each person known to us to be the beneficial owner of more than 5% of our common stock;
° each named executive officer;

. ~each of our directors; and

. all of our executive officers and directors as a group. :

We have based our calculation of the percentage of beneficial ownership of 47,900,542 shares of common stock outstanding
on March 11, 2013.

Each individual or entity shown in the table has furnished information with respect to beneficial ownership. The information
with respect to our executive officers and directors is as of March 11, 2013 unless otherwise noted. The information with respect to
certain significant stockholders is based on filings by the beneficial owners with the SEC pursuant to Section 13(d) and 13(g) of the
Exchange Act. We have determined beneficial ownership in accordance with the SEC’s rules. These rules generally attribute
beneficial ownership of securities to persons who possess sole or shared voting power or investment power with respect to those
securities. In addition, these rules include shares of common stock issuable pursuant to the exercise of stock options or warrants that
are either immediately exercisable or will be exercisable on or before May 10, 2013, which is 60 days after March 11, 2013. These
shares are deemed to be outstanding and beneficially owned by the person holding those options or warrants for the purpose of
computing the percentage ownership of that person, but they are not treated as outstanding for the purpose of computing the
percentage ownership of any other person. Unless otherwise indicated, the persons or entities identified in this table have sole voting
and investment power with respect to all shares shown as beneficially owned by them, subject to applicable community property laws.

Except as otherwise noted below, the address for each person or‘ entity listed in the table is c¢/o Optimer
Pharmaceuticals, Inc., 101 Hudson Street, Suite 3501, Jersey City, NJ 07302. ’
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Percentage of Shares

Number of Shares Beneficially
Beneficial Owner Beneficially Owned Owned
5% Stockholders (1): '
FMR LLC (2)
82 Devonshire Street
Boston, MA 02109 5,389,095 11.3%
BlackRock, Inc. (3)
40 East 52nd Street ’
New York, NY 10022 5,291,761 11.0%
T. Rowe Price Associates, Inc. (4)
100 E. Pratt Street '
Baltimore, MD 21202 5,211,459 10.9%
Wellington Management Company, LLP (5)
280 Congress Street
Boston, MA 02210 3,300,331 6.9%
The Vanguard Group (6)
100 Vanguard Blvd.
Malvern, PA 19355 2,517,642 5.3%
Directors and Named Executive Officers:
Henry A. McKinnell (7) 36,666 *
Anthony E. Altig (8) 50,000 *
Mark Auerbach (9) 40,961 *
Joseph Y. Chang (10) 97,498 *
Michael N. Chang (11) 1,658,383 3.4%
Peter E. Grebow (12) 50,000 *
Stephen M. Newman 0 *
Robert L. Zerbe (13) 43,541
Linda E. Amper (14) 62,108 *
Sherwood L. Gorbach (15) 222,976 *
Stephen W. Webster 0 *
Kurt M. Hartman (16) 97,129 *
Pedro Lichtinger (17) 601,336 1.2%
Gregory E. Papaz (18) 91,522 *
John D. Prunty (19) 12,985 *
All directors and executive officers as a group (12 persons) (20) 2,272,133 4.7%

)

@

(€)

@)

Less than 1%.

We have been informed that funds or affiliates managed by Ruentex Group own over 5% of our common stock, but we have been unable to verify their

ownership percentage.

A report on Schedule 13G filed with the SEC on February 14, 2013 indicates that FMR LLC had sole voting power with respect to 141,000 shares of common
stock and had sole power to dispose or to direct the disposition of 5,389,095 shares of common stock. Various persons had the right to receive or the power to
direct the receipt of dividends from, or the proceeds from the sale of the common stock of the Company. No one person’s interest in the common stock was
more than five percent of the total outstanding common stock of the Company.

A report on Schedule 13G filed with the SEC on March 11, 2013 indicates that BlackRock Inc. had sole voting power and had sole power to dispose or to
direct the disposition of 5,291,761 shares of common stock. Various persons had the right to receive or the power to direct the receipt of dividends from, or
the proceeds from the sale of the common stock of the Company. No one person’s interest in the common stock was more than five percent of the total
outstanding common stock of the Company.

A report on Schedule 13G filed with the SEC on February 11, 2013 indicates that T. Rowe Price Associates, Inc. had sole voting power with respect to
577,079 shares of common stock and had sole dispositive power of 5,211,459 shares of common stock. T. Rowe Price Associates, Inc. does not serve as
custodian of the assets of any of its clients; accordingly, in each instance only the client or the client’s custodian or trustee bank had the right to receive
dividends paid with respect to, and proceeds from the sale of, such securities. The ultimate power to direct the receipt of dividends paid with respect to, and
the proceeds from the sale of such securities was vested in the individual and institutional clients for whom T. Rowe Price Associates, Inc. served as
investment adviser. Any and all discretionary authority which had been delegated to T. Rowe Price Associates, Inc. may have been revoked in whole or in
part at any time. No such client’s interest in the common stock was more than five percent of the total outstanding common stock of the Company.
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A report on Schedule 13G filed with the SEC on February 14, 2013 indicates that Wellington Management Company, LLP had shared voting power with
respect to 2,119,534 shares of common stock and had shared dispositive power of 3,300,331 shares of common stock. These securities were owned of record
by clients of Wellington Management Company, LLP, in its capacity as investment adviser. Those clients had the right to receive, or the power to direct the
receipt of, dividends from, or the proceeds from the sale of, such securities. To the knowledge of Wellington Management Company, LLP, no such client had
such right or power with respect to more than five percent of the total outstanding common stock of the Company.

A report on Schedule 13G filed with the SEC on February 13, 2013 indicates that The Vanguard Group had sole voting power with respect to 60,393 shares of
common stock, had sole dispositive power of 2,458,479 shares of common stock and had shared dispositive power of 59,163 shares of common stock.
Vanguard Fiduciary Trust Company, a wholly-owned subsidiary of The Vanguard Group, Inc., was the beneficial owner of 59,163 shares of the common
stock outstanding of the Company as a result of its serving as investment manager of collective trust accounts. Vanguard Investments Australia, Itd., a
wholly-owned subsidiary of The Vanguard Group, Inc., was the beneficial owner of 1,200 shares of the common stock outstanding of the Company as a result
of its serving as investment manager of Australian investment offerings.

Includes (i) 10,000 shares of common stock held by Dr. McKinnell; (ii) 21,666 shares of common stock that Dr. McKinnell has the right to acquire from us
within 60 days of March 11, 2013 pursuant to the exercise of stock options; and (iit) 5,000 shares underlying a restricted stock unit that will vest upon Dr.
McKinnell’s separation from the Company.

Includes (i) 5,000 shares of common stock held by Mr. Altig; (ii) 40,000 shares of common stock that Mr. Altig has the right to acquire from us within 60
days of March 11, 2013 pursuant to the exercise of stock options; and (iii) 5,000 shares underlying a restricted stock unit that will vest upon Mr. Altig’s
separation from the Company.

Includes (i) 7,500 shares of common stock held by Mr. Auerbach; and (ii) 33,461 shares of common stock that Mr. Auerbach has the right to acquire from us
within 60 days of March 11, 2013 pursuant to the exercise of stock options.

Includes (i) 7,500 shares of common stock held by Dr. Joseph Chang; (ii) 43,844 shares of common stock that Dr. Joseph Chang has the right to acquire from
us within 60 days of March 11, 2013 pursuant to the exercise of stock options; and (iii) 46,154 shares of common stock held by his wife, Wan Ping Chang.
Includes (i) 483,256 shares of common stock held by Dr. Michael Chang; (ii) 692,366 shares of common stock that Dr. Michael Chang has the right to
acquire from us within 60 days of March 11, 2013 pursuant to the exercise of stock options; (iii) 338,146 shares of common stock owned by his wife, Tessie
M. Che, our former Chief Operating Officer; and (iv) 144,615 shares that Ms. Che has the right to acquire from us within 60 days of March 11, 2013 pursuant
to the exercise of stock options. ’

Includes (i) 45,000 shares of common stock that Dr. Grebow has the right to acquire from us within 60 days of March 11, 2013 pursuant to the exercise of
stock opﬁons; and (ii) 5,000 shares underlying a restricted stock unit that will vest upon Dr. Grebow’s separation from the Company.

Includes (i) 38,541 shares of common stock that Dr. Zerbe has the right to acquire from us within 60 days of March 11, 2013 pursuant to the exercise of stock
options; and (ii) 5,000 shares underlying a restricted stock unit that will vest upon Dr. Zerbe’s separation from the Company.

Includes 62,108 shares of common stock that Dr. Amper has the right to acquire from us within 60 days of March 11, 2013 pursuant to the exercise of stock
options.

Includes (i) 38,719 shares of common stock held by Dr. Gorbach; and (ii) 184,257 shares of common stock that Dr. Gorbach has the right to acquire from us
within 60 days of March 11, 2013 pursuant to the exercise of stock options.

Includes (i) 1,167 shares of common stock held by Mr. Hartman; and (ii) 95,962 shares of common stock that Mr. Hartman has the right to acquire from us
within 60 days of March 11, 2013 pursuant to the exercise of stock options. i

Includes (i) 69,503 shares of common stock held by Mr. Lichtinger; (if) 501,333 shares of common stock that Mr. Llchtmger has the right to acquire from us
within 60 days of March 11, 2013 pursuant to the exercise of stock options; and (iii) 30,500 shares underlying a restricted stock unit that will vest ‘within 60
days of March 11, 2013.

Includes (i) 2,592 shares of common stock as reported to the Company by Mr. Papaz as of March 29, 2013; and (ii) 88,930 shares of common stock that

Mr. Papaz has the right to acquire from us within 60 days of March 11, 2013 pursuant to the exercise of stock options.

Includes 11,985 shares of common stock as reported to the Company by Mr. Prunty as of March 27, 2013.

Includes an aggregate of (i) 1,171,243 shares of common stock that current executive officers and directors have the right to acquire from us within 60 days of
March 11, 2013 pursuant to the exercise of stock options; and (ii) 20,000 shares underlying restricted stock units that w111 vest within 60 days of March 11,
2013 or upon certain individuals’ separation from the Company as indicated in the footnotes above.
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Securities Authorized for Issuance under Equity Compensation Plans

The following table sets forth certain information with respect to all of our equity compensation plans in effect as of

December 31, 2012:
Equity Compensation Plan Information
Number of Securities
Remaining Available
Number of Securities to be for Future Issuance Under
Issued Upon Exercise of * Weighted-Average Exercise Equity Compensation Plans
Outstanding Options, Price of Outstanding (Excluding Securities
‘Warrants and Rights Options, Warrants and Rights (1) Reflected in Column(a))
Plan Category (a) (b) ()
Equity compensation plans
approved by security holders (2) ... 4,627,215 $ 11.24 ‘ 4,744,205
Equity compensation plans not
approved by security holders (3) ... 2,039,642 12.67 ' 280,672
Total ..o 6,666,857 § 11.70 5,024,877

)
@

(€)

The weighted-average exercise price does not take into account 372,283 shares subject to outstanding restricted stock units that have no exercise price.

Represents shares of our common stock issuable under the 2012 Equity Incentive Plan, the 2006 Equity Incentive Plan, the employee stock purchase plan and the
1998 Stock Plan, except with respect to certain shares issuable under our 2012 Equity Incentive Plan and 2006 Equity Incentive Plan as described in Footnote 3.

In November 1998, the Company adopted the 1998 Stock Plan. The Company terminated and ceased granting options under the 1998 Stock Plan upon the closing
of the Company’s initial public offering in February 2007. As of December 31, 2012, there were 235,780 shares of our common stock reserved for issuance
pursuant to options outstanding under the 1998 Stock Plan.

The 2006 Equity Incentive Plan was originally adopted by our Board of Directors in December 2006 and was approved by our stockholders in January 2007. The
2006 Equity Incentive Plan was succeeded by the 2012 Equity Incentive Plan, which became effective upon approval by our stockholders on May 9, 2012. After
May 9, 2012, no additional stock awards were awarded under the 2006 Equity Incentive Plan. However, all outstanding stock awards granted under the 2006
Equity Incentive Plan remain subject to the terms of the 2006 Equity Incentive Plan. As of December 31, 2012, there were 3,710,482 shares of our common stock
reserved for issuance pursuant to options outstanding and 278,543 shares reserved for issuance upon the vesting of outstanding restricted stock units under the
2006 Equity Incentive Plan.

The 2012 Equity Incentive Plan is a continuation of the 2006 Equity Incentive Plan. Upon its adoption, the maximum number of shares of the Company’s
common stock issuable under the 2012 Equity Incentive Plan was 11,289,455, which consisted of (a) 3,400,000 new shares and (b) the number of unallocated
shares remaining available for grant of new awards under the 2006 Equity Incentive Plan as of May 9, 2012. As of December 31, 2012, there were 320,750 shares
of our common stock reserved for issuance pursuant to options outstanding and 81,660 shares reserved for issuance upon the vesting of outstanding restricted
stock units under the 2012 Equity Incentive Plan.

The employee stock purchase plan was originally adopted by our Board of Directors in December 2006 and was approved by our stockholders in January 2007. A
total of 200,000 shares of our common stock were initially made available for sale under the employee stock purchase plan. In addition, the employee stock
purchase plan provides for annual increases in the number of shares available for issuance under the employee stock purchase plan on the first day of each fiscal
year, beginning with our 2008 fiscal year, equal to the lesser of (i) 3% of the outstanding shares of our common stock on the last day of the immediately preceding
fiscal year; (ii) 300,000 shares; or (iii) such other amount as may be determined by the Board of Directors. Pursuant to this provision, 300,000 additional shares of
our common stock were reserved for issuance under the employee stock purchase plan on January 1, 2008 and on January 1, 2012. The Board of Directors
determined to reserve zero additional shares under the employee stock purchase plan on each of January 1, 2009, 2010 and 2011. The employee stock purchase
plan allows for qualified employees to purchase shares of our common stock at a price equal to the lower of 85% of the closing price at the beginning of the
offering period or 85% of the closing price at the end of each purchase period. The employee stock purchase plan is implemented by one offering period during

* each six-month period; provided, however, our Board of Directors may alter the duration of an offering period without stockholder approval. Employees may
authorize up to 10% of their compensation for the purchase of stock under the employee stock purchase plan, provided that an employee may not accrue the right
to purchase stock at a rate of more than $25,000 of the fair market value of our common stock for each calendar year in which the purchase right is outstanding
and that an employee may not purchase more than 2,500 shares of common stock during any offering period. As of December 31, 2012, there were 409,806 shares
of common stock issued and 390,194 shares available for future issuance under the employee stock purchase plan, including shares subject to outstanding rights
under the current offering period.

In March and June 2011, our Board of Directors amended the 2006 Equity Incentive Plan to reserve an additional 1,750,000 and 1,000,000 shares, respectively, of
our common stock to be issued exclusively as employment inducements pursuant to Rule 5635(c)(4) of the Nasdaq Listing Rules.

In November 2012, our Board of Directors amended the 2012 Equity Incentive Plan to reserve an additional 300,000 shares of our common stock to be issued
exclusively as employment inducements pursuant to Rule 5635(c)(4) of the Nasdaq Listing Rules.
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PROPOSAL 2
RATIFICATION OF SELECTION OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Audit Committee of the Board of Directors has selected Ernst & Young LLP as the Company’s independent registered
public accounting firm for the fiscal year ending December 31, 2013 and has further directed that management submit the selection of
the independent registered public accounting firm for ratification by the stockholders at the Annual Meeting. Ernst & Young LLP has
audited the Company’s financial statements since its inception in November 1998. Representatives of Ernst & Young LLP are
expected to be present at the Annual Meeting. They will have an opportunity to make a statement if they so desire and will be
available to respond to appropriate questions.

Neither the Company’s bylaws nor other governing documents or law require stockholder ratification of the selection of
Ernst & Young LLP as the Company’s independent registered public accounting firm. However, our Audit Committee is submitting
the selection of Ernst & Young LLP to the stockholders for ratification as a matter of good corporate practice. If the stockholders fail
to ratify the selection, our Audit Committee will reconsider whether or not to retain that firm as our independent registered public
accounting firm. Even if the selection is ratified, our Audit Committee, in its discretion, may direct the appointment of a different
independent registered public accounting firm at any time during the year if it determines that such a change would be in the best
interests of the Company and our stockholders. '

" The affirmative vote of the holders of a majority of the shares present in person or represented by proxy and entitled to vote
at the Annual Meeting will be required to ratify the selection of Ernst & Young LLP. Abstentions will be counted toward the
tabulation of votes cast on this proposal and will have the same effect as negative votes.

Principal Accountant Fees and Services

The following table represents aggregate fees for services provided to the Company for the fiscal years ended December 31,
2012 and 2011, by Ernst & Young LLP, the Company’s principal accountant.

Fiscal Yeir Ended December 31,

(in thousands)
2012 : 2011
AUAIEFEES (1) cvnverreeeerierereirercceerirenisisssisssi s e ssss i sesss s ess s esensasisnsasnes $8 1,230 $ 715
Audit-related Fees (2) .95 125
TaX FEES (3) cervrrerrevrernmeereseniiaenisiesinsnsnssesssssessssssaseons errertesee ettt sanen 960 380
AL OhET FEES ......oonvroeerereianrcmmminesiss s ssssss st scnssssesssssssnssens P —

TOtAL FEES.cuveoveerereseeeeseerseessesaseesesessesnesssessessssesseesssosseessessssssenssressnsesassastesseossesnes $ 2,285 § 1,220

(1)  Audit Fees consist of fees billed for professional services, including out-of-pocket expenses. The amounts presented relate to the audit of our annual financial
statements, review of our registration statements on Form S-8 and S-3, our prospectus supplements and the related services that are normally provided in
connection with statutory and regulatory filings or engagements.

(2) Audit-related Fees consist of fees for professional services performed for assurance and related services that are reasonably related to the performance of the audit
of our annual financial statements and are not reported as Audit Fees. The amounts presented are related to consultation on matters such as our internal controls
review, the impact of final or proposed regulatory guidance and the accounting treatment or disclosure of transactions or events.

(3) Tax fees consist of fees for tax compliance and consultations. |

All 2012 and 2011 fees described above were pre-approved by the Audit Committee. The Azudit Committee has considered
whether the provision of non-audit services is compatible with maintaining the independence of Emst &Young LLP and has
concluded that the provision of such services is compatible with maintaining the independence of our@auditors.
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Pre-approval Policies and Procedures

The Audit Committee has adopted a policy and procedures for the pre-approval of audit and non-audit services rendered by
our independent registered public accounting firm, Ernst & Young LLP. The policy generally pre-approves specified services in the
defined categories of audit services, and audit-related services up to specified amounts. Pre-approval may also be given as part of the
Audit Committee’s approval of the scope of the engagement of the independent registered public accounting firm or on an individual
explicit case-by-case basis before the independent registered public accounting firm is engaged to provide each service. The pre-
approval of services may be delegated to one or more of the Audit Committee’s members, but the decision must be reported to the full

Audit Committee at its next scheduled meeting.

The Audit Committee has determined that the rendering of the services other than audit services by Ernst & Young LLP is
compatible with maintaining the registered public accounting firm’s independence.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE IN FAVOR OF PROPOSAL 2.
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PROPOSAL 3
ADVISORY VOTE ON EXECUTIVE COMPENSATION

Under the Dodd-Frank Wall Street Reform and Consumer Protection Act (the “Dodd-Frank Act”), and Section 14A of the
Exchange Act, our stockholders are entitled to vote to approve, on an advisory basis, the compensation of our named executive
officers, as disclosed in this proxy statement. This vote is not intended to address any specific item of compensation, but rather the
overall compensation of our named executive officers and the philosophy, policies and practices described in this proxy statement.
Pursuant to the Dodd-Frank Act, this vote is an advisory vote only and is not binding on the Company or its Board of Directors.

Although the vote is non-binding, the Compensation, Nominating and Corporate Governance Committee and the Board of
Directors value your opinions and will consider the outcome of the vote in establishing compensation philosophy and making future
compensation decisions.

The compensation of our named executive officers subject to the vote is disclosed in the Compensation Discussion and
Analysis on pages 15 to 31 and in the Summary Compensation Table and subsequent tables on pages 22 to 29. As described more
fully in those disclosures, our named executive officers, as identified on page 16, are compensated in a manner consistent with our
business strategy, competitive practice, sound compensation governance principles and stockholder interests and concerns. Our
compensation policies and decisions are focused on pay-for-performance principles and are strongly aligned with our stockholders’
interests, consistent with current market practices. :

The compensation of our named executive officers during our fiscal year ended December 31, 2012 is consistent with the
Compensation, Nominating and Corporate Governance Committee’s evaluation of our performance relative to the following 2012
corporate goals as described more fully in the Compensation Discussion and Analysis:

LI continued commercialization of DIFICID, including specified levels of sales revenue;

. execution of our fidaxomicin market entry and launch strategy for key international markets;.

. progression in meeting regulatory requirements and in supporting label expansion and life-cycle management of
DIFICID; and

. advancement in our business development and financial management efforts.

We are requesting your non-binding vote on the following resolution:

“Resolved, that the compensation of the Company’s named executive officers, as disclosed pursuant to Item 402 of
Regulation S-K, including the Compensation Discussion and Analysis, compensation tables and narrative discussion, is hereby
APPROVED.”

Unless the Board of Directors decides to modify its policy regarding soliciting advisory votes on the compensation of the
Company’s named executives on an annual basis, the next scheduled say-on-pay vote will be at the 2014 Annual Meeting of
Stockholders.

Advisory approval of this proposal requires the vote of the holders of a majority of the shares present in person or represented
by proxy and entitled to vote at the Annual Meeting. Abstentions will be counted toward the tabulation of votes cast on this proposal
and will have the same effect as negative votes. Broker non-votes are counted towards a quorum, but are not counted for any purpose
in determining whether this matter has been approved.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE IN FAVOR OF PROPOSAL 3.
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SECTION 16(A) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16(a) of the Exchange Act requires our directors and executive officers, and persons who own more than 10%
percent of a registered class of our equity securities, to file with the SEC initial reports of ownership and reports of changes in
ownership of our common stock and other equity securities. Officers, directors and greater than 10% stockholders are required by
SEC regulation to furnish us with copies of all Section 16(a) forms they file.

To our knowledge, based on a review of such reports filed with the SEC, all Section 16(a) forms required to be filed by our
directors and executive officers and persons owning more than 10% of our common stock during 2012 were timely filed except that a
grant of restricted stock units to Messrs. Auerbach and Altig, and Drs. Joseph Chang, Grebow, McKinnell and Zerbe was reported late
for each individual because of an administrative error. In addition, one report relating to an open market purchase by Mr. Lichtinger
and two reports related to transactions by Dr. Joseph Chang (one related to a gift and one related to an exercise of options and sale of
common stock) were filed late.

TRANSACTIONS WITH RELATED PERSONS

The following includes a description of transactions since January 1, 2012 to which we have been a party, in which the
amount involved in the transaction exceeds $120,000, and in which any of our directors, executive officers or holders of more than 5%
of our capital stock, or any immediate family member of our directors, executive officers or holders of more than 5% of our capital
stock, had or will have a direct or indirect material interest. We believe the terms obtained or consideration that we paid or received,
as applicable, in connection with the transactions described below were comparable to terms available or the amounts that would be
paid or received, as applicable, in arm’s-length transactions. We have adopted a written policy requiring that each director or
executive officer report any such proposed transaction to the Board of Directors for prior approval. Absent approval by our Board of
Directors, our Audit Committee generally reviews and approves in advance any proposed related party transactions. In determining
whether to approve such a transaction, the following factors, among others, are considered:

. whether the transaction is fair and reasonable to us and on substantially the same terms as would apply to

comparable third-parties;
. the business reasons for the transaction;
. whether the transaction would impair the independence of an independent director;
) whether the transaction presents a conflict of interest, taking into account the size of the transaction, the financial

position of the director or executive officer, the nature of the director’s or executive officer’s interest in the
transaction and the ongoing nature of the transaction;

. any disclosure or reputational issues; and

. whether the transaction is material, taking into account the significance of the transaction to our investors.
Participation in OBI Direct Offerings

In February 2012, Mr. Lichtinger and funds in which Dr. Michael Chang has an ownership interest participated in a direct
offering of stock by OBI. Mr. Lichtinger and funds in which Dr. Michael Chang has an ownership interest purchased 924,000 and
7,080,981, respectively, of the new shares at 15 New Taiwan Dollars per share, which is the same price paid by other participants of
the offering.

In May 2012, we purchased the 924,000 shares of OBI from Mr. Lichtinger and canceled a restricted stock unit previously

granted to Mr. Lichtinger covering an aggregate of 450,000 common shares of OBI, for an amount of cash equal to approximately
$0.5 million.
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Consulting Agreement with Michael Chang

In May 2010, we entered into a separation and consulting agreement with Dr. Michael Chang pursuant to which he provided
general consulting services to us in exchange for compensation in the form of consulting fees of $12,500 per month and stock options
to purchase up to an aggregate of 400,000 shares of our common stock, which vested over time beginning on the dates certain
regulatory filings were accepted and approved. Through March 31, 2012, 246,874 shares had vested. In April 2012, we terminated
Dr. Michael Chang’s consultancy arrangement with the Company and the unvested portion of his options was cancelled. However,
due to Dr. Michael Chang’s continuing role as a director, his other equity awards remain outstanding and continue to vest as per the
vesting term of the awards.

Separation Agreement with Tessie M. Che

In January 2012, we reached a mutual agreement with Tessie M. Che, Ph.D., our then-Chief Operating Officer and Senior
Vice President and Dr. Michael Chang’s wife, that she would cease employment with us effective immediately. We entered into a
separation agreement with Dr. Che entitling her to receive severance benefits, which includes twenty-four months of salary
continuation and reimbursement for medical benefits, an additional cash payment of $130,900 related to a bonus for which she would
have been eligible under our 2011 Incentive Compensation Plan, accelerated vesting and extended exercisability of outstanding equity
awards and reimbursement for certain expenses. i

Transactions between Optimer Pharmaceuticals, Inc. and OBIE

Dr. Michael Chang, who is one of our current directors and the former Chairman of our Board of Directors, is also an .
investor in, and the Chairman of the Board of Directors of, OBI. Below is a description of transactions between us and OBI:

In October 2009, we entered into an Intellectual Property Assignment and License Agreement with OBI pursuant to which
we assigned to OBI certain patent rights, information and know-how related to OPT-88 and OPT-822/821. In anticipation of these
transactions, we also assigned, and OBI assumed, our rights and obligations under related license agreements with Memorial Sloan-
Kettering Cancer Center. Under the intellectual property assignment and license agreement, we are eligible to receive up to $10
million in milestone payments related to the development of OPT-822-821 and are also eligible to receive royalties on net sales of any
product which is commercialized under the programs. The term of the intellectual property assignment and license agreement
continues until the last to expire of the patents assigned by us to OBI and the patents licensed to OBL

In January 2012, we entered into a letter of agreement with OBI pursant to which OBI granted to us a right of first refusal if
OBI or one of its affiliates receives any offer to obtain an exclusive, royalty-bearing license (including the right to sublicense) under
the OPT-822/821 patents and the OBI OPT-822/821 technology to develop, make, have made, use, sell, offer for sale, have sold and
import OPT-822/821 products in the United States, Europe or other specified territories. In the letter of agreement, as consideration
for the grant of the right of first refusal, we waived certain of OBI’s obligations under the intellectual property assignment and license
agreement. The letter of agreement expires 10 years from the effective date of the agreement.

During a portion of 2012, we provided consulting, purchasing and other services to OBI and billed OBI in the amount of
approximately $89,000 for such services. As of December 31, 2012, the Company is no longer providing consulting, purchasing or
other services to OBL |

In the fourth quarter of 2012, we sold our remaining ownership interest in OBI for $60.0 million in gross proceeds, but retain
our rights to receive milestone and royalty payments related to OPT-822/821 under the intellectual property assignment and license
agreement. We also retain a right of first refusal to license commercial rights to OPT-822/821 in the United States, Europe or other
specified territories. ’

Indemnification and Insurance

We have entered into indemnification agreements with each of our executive officers and directors. These indemnification
agreements require us to indemnify these individuals to the fullest extent permitted by Delaware law. In addition, we have purchased
directors’ and officers’ liability insurance policies that insure our directors and officers against the cost of defense, settlement or
payment of a judgment in some circumstances.
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HOUSEHOLDING OF PROXY MATERIALS

The SEC has adopted rules that permit companies and intermediaries (e.g., brokers) to satisfy the delivery requirements for
proxy statements and annual reports with respect to two or more stockholders sharing the same address by delivering a single proxy
statement addressed to those stockholders. This process, which is commonly referred to as “householding,” potentially means extra
convenience for stockholders and cost savings for companies.

This year, a number of brokers with account holders who are Optimer stockholders will be “householding” our proxy
materials. A single proxy statement will be delivered to multiple stockholders sharing an address unless contrary instructions have
been received from one or more of the affected stockholders. Once you have received notice from your broker that they will be
“householding” communications to your address, “householding” will continue until you are notified otherwise or until you revoke
your consent. If, at any time, you no longer wish to participate in “householding” and would prefer to receive a separate proxy
statement and annual report, please notify your broker or Optimer and a separate copy will be sent to you promptly. Direct your
written request to Optimer Pharmaceuticals, Inc., Attention: Corporate Secretary, 101 Hudson Street, Suite 3501, Jersey City, NJ
07302 or contact us at (201) 333-8819. Stockholders who currently receive multiple copies of the proxy statement at their addresses
and would like to request “householding” of their communications should contact their brokers.

OTHER MATTERS
The Board of Directors knows of no other matters that will be presented for consideration at the Annual Meeting. If any
" other matters are properly brought before the Annual Meeting, it is the intention of the persons named in the accompanying proxy to

vote on such matters in accordance with their best judgment.

By Order of the Board of Directors,

Aok 716K cens SO

Henry A. McKinnell, Ph.D.
Chairman of the Board and Chief Executive Officer

April 12, 2013
A copy of the Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2012 is available

without charge upon written request to: Corporate Secretary, Optimer Pharmaceuticals, Inc., 101 Hudson Street, Suite 3501,
Jersey City, NJ 07302.
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2012 Stockholder Letter

Although the full impact of our efforts to improve patient
access and address cost as a barrier will take time to
realize, we believe we have positioned DIFICID for significant
growth in 2013 and are excited about its potential as our
strategy matures. In addition to improving patient access,
other important elements of our continued growth include
making DIFICID available on a global basis, advancing a
robust life-cycle plan for fidaxomicin and clarifying our
strategic focus.

Our efforts to commercialize fidaxomicin globally have
Pbeen fruitful. We announced in July 2012 that our Canadian
subsidiary, Optimer Canada, launched DIFICID in Canada
in the third quarter. Outside of North America, we are
partnered with Astellas Pharma Europe Limited (APEL) to
commercialize fidaxomicin under the trade name DIFICLIR™
in Europe, the Commonwealth of Independent States, parts
of Africa and the Middle East. As of year-end, APEL had
launched DIFICLIR in 10 territories, including the U.K.,
Spain and France. We expect additional launches in 2013,
including in Germany and ltaly. In March 2012, we entered
into a collaboration with Astellas Pharma Inc. for the
commercialization of fidaxomicin in Japan. In June 2012,
we entered into a distribution and license agreement

with Specialised Therapeutics Australia to register and
commercialize fidaxomicin in Australia and New Zealand.
In the fourth quarter of 2012, we entered into an exclusive
agreement with AstraZeneca to commercialize fidaxomicin
in Latin America, including Brazil, Central America, Mexico
and the Caribbean.

Critical to extending the DIFICID franchise is our life-cycle
management program. In 2012, we initiated a Phase 3b
clinical trial evaluating DIFICID for the prophylaxis, or
prevention, of CDAD in patients undergoing hematopoietic
stem cell transplant, often referred to as bone marrow
transplantation. We believe that the use of DIFICID as a
preventative treatment for CDAD has considerable clinical
potential and that prophylaxis represents a potential
opportunity for significant incremental market expansion.

Under our obligations and commitments to the FDA,

we also are evaluating DIFICID in a Phase 2 pediatric
pharmacokinetic trial and plan to initiate a study in patients
suffering from multiple recurrences of CDAD later this year.
We will continue to assess other areas for continued clinical
evaluation of DIFICID, including studies to demonstrate
superiority in clinical response for CDI in key patient
sub-populations.

As we met the challenges of DIFICID commercialization with
new initiatives, expansion of global fidaxomicin availability
and initiation of our life-cycie management program, in 2012
we were also presented with some additional challenges.
As has been previously disclosed, about a year ago,
Optimer’s Board became aware of an attempted grant of
technical shares in Optimer Biotechnology, Inc. (OBI), our
then majority-owned subsidiary in Taiwan, to our previous

Chairman. This prompted a review by the Board and
resulted in the self-reporting of certain preliminary findings
to the Securities and Exchange Commission and the
Department of Justice. The ongoing review also led to
additional remedial actions by the Board and resuited in
management changes, including, most recently, my
appointment as Chief Executive Officer.

Along with the rest of the Board, | continue to support
Optimer’s strategy for commercializing DIFICID. We have a
great product, the right mix of programs to improve patient
access and product adoption, and a talented and creative
team that believes in DIFICID. With the appointment of
new management, the Board determined that now is

an appropriate time to explore a full range of strategic
alternatives for maximizing the DIFICID opportunity. This
review is not only timely in light of the changes at Optimer,
but is in alignment with our overall commercialization
process, which necessitates a periodic assessment of our
efforts to make sure we are optimizing DIFICID’s value for
our stakeholders.

As we conduct our review, we intend to maintain our focus

on DIFICID and the value we can deliver to our stockholders.

We will further our leadership in creating and developing
adaptive and innovative commercial programs that break
down barriers to success, including challenges to patient
access and product adoption. In addition, we will couple
our ongoing focus on DIFICID with a continued dedication
to strengthening our governance practices. In doing so, we
belisve Optimer can create a new benchmark for securing
patient access to new and greatly needed antibiotics.

We appreciate the support from our stockholders and
reinforce our commitment to stockholder value creation as
we move forward.

Sincerely,

/M MC/(LMW

Hank McKinnell, Ph.D.
Chairman of the Board and

Chief Executive Officer

Optimer Pharmaceuticals, Inc.
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